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To: Board of Supervisors \

From: Management Audit Manager Q\J

Subject: Analysis of the FY 2006- 07 Santa Clara County Recommended
Budget

The attached report is a limited review of the FY 200607 County of Santa
Clara Recommended Budgel. To preparc this report, we analyzed all County
revenue and expenditure accounts which receive funds from or contribute
funds to the County General Fund. We also reviewed the FY 200506
revenue and expendiure reports through Accounling Period 10, the FY
2006-07 Recommended Budget document and other documents and work
papers prepared by the departments and staff of the County Executive's
Office. Our staff also met with County Exccutive staff, various County
financial officers, and depariment managers regarding the assumptions and
projections upon which the FY 2006-07 Recommended Budget is bascd.
This report has been discussed with the Budget Direclor who will provide a
separale wrilten response to the recommendations contained herein.

The County Exccutive's Recommended FY 2000-07 Budget acludes
$3,853.802,561 in cxpenditures  Tor all  funds, which amounts to
F133.927 871 or 3.6 percent more than the $3,719.874 689 hudget adopted
by the Board of Supervisors at the begimung of FY 2005 06, The General
I'und porton of this budget shows an mncrease of $143 009,333 (rom
$2,130,803,273 10 2273812806, This represents an increase in County
General Fund costs of 6.7 percent from the amound authorized at (he
beginning of Y 2005 06.
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Report Conclusions and Recommendations

The attached table summarizes owr recommended revenue and expendilare
changes by Budget Unit, Detailed explananons of our recommendations are
discussed 1 the body of the reporl. Tn total, this report includes tolal
rccommendations which amount o $10,648,919 in net increased revennes
and $12,120990 m oreduced expenditures for a combined net benefit of
923,769 909,
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Rewiew of 2006-07 St Clara Connly Budget

Available One-Tine Resources

Included in the FY 2006-07 Recommended Budgel are one-time resources that are
allocaled each year by Board policy to one of four categories of expense: (1) capital
projects, (2) {*dmology projects, (3) one-time reserve requirements, and (4) -:3tho one-
txme needs. [n 1Y 2006-07, reserve requirements included funding requirements that in
FY 2005-06 were funded {rom a salely-nel reserve. In TY 2006-07, the County Executive
has jdentified $170,000,000 in one-time resources, which is derived primarily from
avarfable reserves and the Y 2005-06 General Fund Balance. The projected 7Y 2005 Uo
General Tuand Balance is mmpuwd ofr {1} salary and bencelit savIngs, (23 Object
through Object 7 expendilure savings, and (3) unbudbeted Fevenue Carmngs,

The County Fxeculive is recommending that the $170 million in one-time resources be
allocated to the lollowing general categories:

Capital Projects 10,025,000
Technology Projects 3524 530
Contingency Reserve 82,377,627
SSA Out-of-Home Placement Reserve 4,110,370
Drug & Alcohol Services Programs 1,805,861
Drug & Al cohol Services Residential & Iransitionat Housing 1,564,448
Department of Correction Academy 1,680,734
Sherill"s I Tomeland Security Positions 655,317
Fund 50 Percent of Retiree i-lealth Normal Costs 11,357,217
One-time F'unding to Support Ongoing Operations 46,800,000
Pund Pandemic Flu Preparation Cosls 2,500,000
Drug & Alcchol SACPA Cost Funded by State in FY 2006 1,084,184
Probation Department SACPA Cost Funded by Stale in FY 2006 319,533
Dther Miscellancous 1,895,179
Total One-Time Allocations 170,000,000

The General Fund Balance estimate made by the County Executive was prepared in
carly 2005 based on Accounting Period 8§ tinancial information. As part of our budget
review, we analyzed salary and benefil mvm;j) and major revenue accounts based on
Accounling Perlod 10 financial informalion in order to identily signaficant deviations.
‘the estimates hal we present below reflect differences from the amounts included in
the FY 2005-00 lund Balince that has been presented in the published budget.

Based on our analysis, we believe that  available one-time  resources  will  be

approximately $183.3 million, ralher than the $170 million originally meluded in the
Recommuended Budget, The sources of this $13.2 milllon increase include:
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Rewieww of 2006-07 Sania Cliars Comnty Budget

Realignmoent Sates Tax £2,300,000
Stale Motor Vehicle lees (2,000,000
513 90 Mandaled Cost Renmbursemaent {811,579
Interest Income P VIS
I.ocal Sales and Use Tax and In-lien Sales and Use Tax 50,2460
Supplemental Properly Vax 570,702
Real Property Trans{or Tax 722,195
Penalties and Cosls on Delinguent Taxes 7000080
Total Nel General Fund Balance Increases 6,847,120

Our analysis of cach of these General Fund Balance sources follows.
Realignment Sales Tax

Santa Clara Counly receives a porlion of a half-cent statewide sales tax thal was
provided to California counties starting in 1991, as funding, for programs that were
shifted from the State to counties. Gross realignment sales tax revenue recetved by the
Counly ts divided into three picces: one helping to support public health Programs
(Revenue Accounts 4412100), a second supporling mental health programs {Revenue
Account 4410200} and a third supporfing social services programs in the Public | feallh,
Sociat Services Agency, District Atlorney and Probation budgels (Revenue Account
A405095),

This revenue is also altocaled to the Counly in lwo ways. lirst, anmually the Counly is
supposed to receive a base level of realignment sales tax Tunding that equals the
amount it received in the previous fiscal year. In addition, to the extenl the State collecels
sullicient sales tax revenues to pay more than the base amount owed Lo all counties, the
excess collections revenue is distributed to counties as growth payments, usually in the
form of “caseload growth” payments, which reflect the overall growlh of counties’ cosls
primazily for socal services programs. These growlh payments are distribated 1o the
counlies based on cach county’s growth in expenditures relative Lo thal in the other
countlies. Onee this growth payment is made, the amount paid becomes part of the base
payment a county receives in the following fiscal year. Tlowever, no specific amount of
realipnment revenue is guaranleed, because it depends on the strength of sales tax
collections by Ihe Stale. To the extent that collections fall shorl of what is needed to pay
the base amovnts due cach county, counties share proportionately in the shortfall.

For PY 2006-06, the County is currently due o base realipment amount of $103.4
million. Based on the Governo’s May Budget Rovision, ample sales Lix revenue is
prrojectec to pay for base amounts due all connlies, and Lo provide growlh paymaents of
nearly $207 million statewide, up from the estimate of $132.2 miilion in the January
budgrel. We believe his estimate of additional sales lax collections iy reasonable, given
that it undoubledly retlects recent sharp increases in the price of yasoline, which is
included amony, the ilems on which the halt-cont realiprunent sates lax is colfected.

fecindd erf Soperigaors Mibbennead Sy Iz on



Review of ?ﬂﬂt’; 07 Sanfa Claro O oty Bidget

Because Santa Clara County and other counties are still awaiting realigniment payments
from the State for caseload growth that occurred i previous s wal vears, the amount of
the slatewide revenue the Counly will receive is proedictable. Based on the caseload
growth the County is owed, we expect the realignment growt th payment to be al least
7.2 millicn. This payment 1s normally received in Nuvvmbv , and would therefore be
accried (o the I'Y 2005-06 budget by the Controller. Including this growth payment, we
pr oject (hat total realigrenent sales tax recetpts for IFY 2006-06 will be $110.64 million.
This is $2.31 million more than the $108.33 million assumed by deparlmenis in
Accounling Period 8 reports on which the calculation of fund balance is based.

State Motor Vehicle Yees

The Counly conlinues {o receive a portion of vehide license fee revenues o support
public health, mental health and social services programs under the same 1991
realignmient of State and County responsibililies that led to the sales tax allocations
previously discussed.

As in the case of the realignment sales tax revenues, cach year the County receives an
allocation of these vehicle license fees in the form of a base payment, which Cquah the
total amount of paymenlts received in the prior fiscal year, and a scparate “general
growlh” payment. This growth payment is made solely based on each county’s share of
the base State vehicle Hicense fee funding for realignment. Also, the vehicle license {ce
growth payment for one fiscal year has historically been received after fanunary 1 of the
succeeding calendar year, so that the growth payment for Fiscal Year 2004-05 was
received on February 7, 2006. Because this growth payment was received alter the
County’s financial statements for FY 2004-05 were finalized, it is accounted for as part of
2005-06 revenues, the 2005-06 growth payment will be accounted for in FY 2006-07, and
50 0N,

In reviewing the TY 2005-06 budget, we pm]ef‘tecl the Counly would receive $57.345
million from this source, based on the Governor's May 2005 Budget Revision {orecast
that $145.4 million would be available for a VLE growth payment, with Santa Clara
Counly receiving aboul $4.8 million of that amount. In fact, the Statewide growth
allocation issued in February 2006 Lurned out to be only $72.167 million, with Santa
Clara County’s share being $2.7 milion. Accordingly, we now forecast flm b receipts
from (s source for the current fiscal year will total $55.3 million, versus the §57.3
miflion figure included m the 'Y 2005-06 budget and reflecled in the Period 8 fund
balance estimate for the Controller-Treasurer, which includes this revenue source.
Therctore, the County bExeculive's General Fund Balance eslimate shoubd be decreased
by b2 milhon,

SB 9} Mandaled Cost Retmilrursemient

In FY 2005-06, the Controller has decided (o set aside $1,811,879 in SB 90 payments as a
reserve against potential audit disallowances from the Stale for SB 90 claims submyitted
during the currentand past fiscal years. This equates to 15.0 percent of the $12.0 million
in payments that were received by the € oundy an Y 2005415, Eiﬂ'cmy]h Oxctober 2005, Ta
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Review of 2006-07 Santa Clara Conniy Budget

cdate, these reserved funds have not heen recognized as income and are not induded in
e Counly Fxeculive's Fund Balance estimale.

Inaddiion Lo the reserve established by the Controller, the State routinely witlitholds up
to 20 percenl of Lhe estimated Jdaim amounts {iled cach year with the Comimission on
State Mandates (1) in anticipation that the actual elaims may differ from the estimated
claims; (2) to provide for polential changes in Statewide mandated cosl program
appropriations; and, (3} {o safeguard the Slale against potenbial audit disallowances,
Accordingly, the Conlrellor's reserve provides  an additional, locatly-controlled
wilhholding that supplemenls the amounlts already baing withheld by the State.

The Conlroller’s dedision deviales from previows Countly practice. In the past, the
Controller expecied that the Slate withholding would provide a sufficienl margin for
meeting any modificalions to State appropriations, differences in eslimaled and aclial
claim amounts, or audit disallowances, The Controller supgests that this addilional
reserve 18 now necessary because of the significant unpaid prior year doim balance that
exisls, and a concern that Stale acditors may digaliow certain daimed costs based on the
method being used by the County to estimale productive hourly rales for County
cmployees involved in mandaled aclivitics. in addition, the Controller is concerned
aboul uncertain hulure State funding and the possible suspension of some mandales by
the T.egislature. The Counly’s I'Y 2006-07 budget does nol include any provisions to
build on the Y 2005-06 reserve,

The $1.8 mitlion reserve that has been esiablished by the Controller is unnecessary,
piven intormalion frem the State and the characler of oulstanding claims, First, the State
has been paying the full productive hourly cost of all claims filed since the FY 2000-01
claim year, except during lhe lemporary peneral suspension of SB 90 program
payments. In addition, on February 6, 2004, an email from (he State Conlrofler Audit
Bureau, Chicel of Compliance, staled that “the use of countywide productive hours
waould  be acceplable to the Srate Conbroller’s Office provided all employee
clagsificalions are included and productive hours are consislently used for all county
programs . . The Chief eontinued by noling that “if a county chooses to deduet time
for training and authorized breaks in calculaling counlywide productive hours, ils
accounting system must separately identify the aclual time associaled with these 1wo
components.” The Controtler indicates thal the County is able to meet the Stale’s
requirement for reporting training hours, but is anable to technieally comply with the
requarement for reporling aclual break time. Accordingly, while some amount of the
claims may be in jeopardy, we believe that the major components of the productive
hovrly vate methodology will be aceepied by the State, Therefore, The claimed amounti
should cusentially be aceeptod for payment,

Second, the entire amount of the reserve was obtained from non-Menlal Fleakth claim
payments and, therefore, represents non-Mental Health income for the County (Mental
Health has recognized all payments that have been received on its claims). In FY 2004-
05 and Y 2005-06, the Countly clatmed approxdmately $10.6 million in non-Mental
Health program mandates, Therefore, the $1.8 willion reserve ostablished by the
Controller is approximately 121 percent of the non-Mental Tlealth claim amount for
thewse yvears. Added to the State withholding of up W 20 percent reported by the

Boared of Nupeingsors Manageonat Audie D viion



Rewview of 2006-07 Santa Clara Connty Brdget

Controfler, the combined amount being withheld by the State and the County therefore
cquates to over 37.0 percent of total claims {for the two years,

Third, not all claims include costs for personnel services. As an example, a substantial
portion of costs incurred by the Menlal Health 1 partment are for services provided by
contractors. Therefore, the productive hourly rate compulation for County employecs
will nol impact these daims evenif it is disallowed by the State.

it is clear that the Governor and Legislature have avoided making full payment to local
government [or the cosl of mandates duaring recent years. |lowever, the economic
circumslances (thal contributed to this behavior are reversing, and restored funding at
the base level of mandated scrviee is likely to ocecur, consistent with the Stale
Constilulion and law. Therelore, we believe the reserve establislied by the Controller is
overly conservative, due to the already aggressive withholding policies practiced by (he
State. Accordingly, the Board of Supervisors should direct the County Fxecuative to
recognize the reserved funds as received income during 1Y 2005-06 and include the full
reserve amount of §1,811,872 in the General IFund Balance lor 1Y 2006-07.

(Note: Al the time of this report, the Governor had propesed an increase in mandated cost
vefmbursement payments to local governments of $4.1 million, providing a total of $90.3 million
for the payment of I'Y 2005-06 estimaled mandate claims and $5.7 million for newly determined
mandales. In addition, the Governor propused that the FY 2006-07 State Budgel tnclude $71.8
million Lo repay local governnients for prior year unpaid mandate cluiins, which is the first year
of the 15-year repayment period for mandate debt thal was thcurved prior 1o FY 2004-05; and, an
odditional $86.9 million Lo pay the UY 2007-08 mandaie debl in advance of the timeline required
by law. While the Senute and Assembly have generally approved the first year repayment
proposal, both have rejecied the Governor’s suggested prepayment of He second year debi. In
addition, according to CSAC, all mandate items will be sent lo conference before the budgel is
finalized, making the likelthood of further legislative ndjustments likety. Accordingly, we have
nol estiviated any additional income for the current year or for FY 2006-07, due to the volatility
of negotiations and the current postures being laken by the two howses of the Legislature. Should
the amount of the proposed State appropriation change appreciobly during the coming weeks, the
revenue acconad for reimbursenent of State mandated costs may need to be adjusted),

Diterest fncownte

Faclvyear, the Conlroller estimates Interest Income by projecting the average daily cash
balance and interest on investruents {o be carned by quarter by the Counly
Commingled Tund. Por the 'Y 2005-06 Fund Balance estimate, the Controller projecled
thal approximaltely $15488,603 i1 nterest Income would be realized by the General
Find. This projection is $5,295,714 more thap the simount included i the FY 2005-06
Cuorrent Modilied Budget.

Since the original General Fund Balance estimate was made, there has been a stronger
than anticipaled averagpe daily cash balance i the Commingled Funwd and interest rates
have continued to rebound from historical lows during the past several years. More
recenl projections compleled by the Controller suggest thal interest income will now
equal approximately $17,228 516 an TY 2005-08, or $1,739,913 more than whal was

Bowrdd ol Supervtans Magement Audit isision



Review of 2006-07 Santa Clarva Connty Budgel

estiated whoen develaping the BY 2006 07 Recommended Budget. The primary reason
(or Hus projected imerease tsoa stronger thane anlicipated average daily cash balance in
the third quarter of the year.

Based on analysis conducted for this report, the Management Audit Divigion belioves
the Conlroller’s maost recent projection of the average caily cash balance in the fourlh
quarler continues to be conservalive and thal actnal carnings {or the year will likely be
greater. Based on an analysis of |‘|l‘=tmu.‘|i {hﬂl‘lﬂﬁ‘ﬂ in fund balanece, we believe thal the
General Fund Balance estimate for 1Y 2005-06 H!'IL}lllti be increased by $2,470,038, rather
Hum the $1,739,913 projected by Hhe € nnlmilm o reflect anticipated earnings (rom
higher average datly cash balances in Lhe fourth quarter of the year, Al this 1 wul, Lotai
colleetions should be approximalely $17,958,6:1.

FLacal Satles and Use Taxy and In Liey Local Sales and Use Tax

The Connty collects a Local Sales and Use Tax that is equivalent to 1.00 percent of
taxable sales thal occur within the unincorporated arcas of the County. Uowever, under
State law enacted in 2004 Lo resolve the State’s budget delicit, the State now receives 25
percent of this 1.00 percent Local Sales and Use Tax in exchange [or an apportionient
of an cqual amotnt of Property Tax from the Educational Revenue Aagmentation Fand
{(FRAT). Known as the “In Licu Local Sales and Use Tax,” this additional apporitomnent
ts based on “the combined lolal revenue koss of the counly” due to the Tocal sales and
use tax allocalion to the Stale, “annually cstimated by the {Slale) Director of Vinanee,
based upon the actual amount of sales and use tax revenues” collected “in the prior
fiscal year and any projected growth on that amount for the current fiscal year as
determined by the Stale Board of Tqualization by August 15 of each fiscal year ...

This change in the law is intended to provide the County with income thal is equivalent
te the full amount of the 1.0 pereent local sales and use tax that it collects, although (he
methodology used for estimating the amount of I Licu tax that is due, reconciling the
estimale to actual collections, and releasing, payment, defers receipt of a portion of the
collection Lo Lhe following fiseal year. Nonetheless, because of the strong linkage
between these revenue accounls, the Management Audil Division has analyzed the lwo
accounts fogether (o deternune the nel impact o the County from sales and use tax
colleclion activity Ihal occars wilhin the unincorporated arca.

Recenl historical data on colleclions indicales thal aclual Local Sales and Use Tax
collections through ;’\pril of cach year range between 62.4 pvn'vnt and 66.8 porcent of
year-cnel totals, averaging 6.6 pereent between liscal years 2001-02 and 2004-0%,
Assuming that u‘.-il-.w tions will continue al the historical average I.'Ili' for the remainder
of the (isca yoar, the Counly will likely collect approximately 53,568,568 for ity (075
percent local sales and tse tax in BY 2000-06. This 15 $256,246 sreator L the amount

anticipated by the Counly Exeoutive in the Fand Balance estimate nelucked i the FY
2006-07 Recommended Budgel.

Califorme Keveue and Tavation Code, Seclion $7 08
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Reaiew of 2006-07 Santa Clara County Budyet

Dhie to the methodelogical approach used by the State tor determining the amount of In
Liew Local Sales and Use Tax to be collected Ly the County, this account swill realize
approxumately $1L061,113 in IFY 2005-06. Although this ammount is approximately $74,490
less than the budgeted amount of $1,135,609, the lower level of collections has alrcady
been recognized by the County Exccutive swhen estimating the General Fund Balance.
Therefore, no adjustiments need to be made in Lthis account for the FY 2006-0¥ fund
balance eslimate. However, the net impact on the General Tund Balance from higher
than anticipated Local Sales and Use Tax should be recognized, resulting in
approximately $256,246 in additional fund balance.

Supplemental Property Tax

In TY 2005-06, the County Eixeculive projects that approximately $30,900,000 will be
collected in Supplemental Property Tax, based on collection activity through February
2006. More recent collections data through Aprid 2006 shows that coliections have been
stronger than previously anticipated by the County Executive based on the February
data. Combined with trending analysis from previous fiscal year collection patterns, the
Management Audit Division now believes that total Supplemental Property fax
collections for the {iscal year will equal approximately $31,476,762, which is $576,762
more than the amount estimated by the County Exccutive for the Fund Balance.

Real Property Traunsfer Tux

In FY 2005-06, the County Execulive projects that approximalely $28,577,800 will be
coliected 1n Real Property Transfer taxes. More recent collections indicate thal year-end
receipts will be  approxamately  $29,300,000, representing  additional revenue of
approxamately 5722195,

Penalties and Costs on Delinguent Taxes

In FY 2005-06, the County Exccutive projects that approximately $17,700,000 will be
received for penailies and costs on delinquent taxes, However, more recent receipts
indicate thal this account will end the year wilth approximately $18,400,000. We
therefore recommend that this revenue estimake be increased by approximately
$700,000.
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Reviewr of 2006-07 Santa Clara Connty Budget

FY 2006-07 Departmental Budgets

Various Departments

County Execulive Managemeni Audit Increasef
Account Recommended I'roposed (Decrease)
5T10600-PERS Retirement  52:40,23%,917 $231,285,302 $8,946,615
A30T100-Interest on Dep. 25347 129 24, 825,347 (3,521,782}
Various Reimbuarsements  3,666,137.405 3,605,542,820 __ {594,585k}
Net Change 1,830,248

Background

'The Oclober 7, 2005 actuarial valualion reports on the County’s Call’ERS salety and
miscelaneous employee pension plans estimate the County’s vequired employer
conltributions for 'Y 2006-07 as follows:

Lmployer Requirec
Plan Rate Conlribution
Miscellancous 11.923%; $119,967,097
Saloty 258319 41,437,941
Total $161,405,038

Last fiscal year, we supgested that the Counly consider prepaying the anmual
contribution on July 1 o take advanlage of the 7.75 percent interest expense savings
that CalPERS would provide, il the County prepaid ils annual contribution.  The
savings of inlerest expense is available fo CallPlRS member agencies that prepay their
annual employer contribution by avoiding a 7.75 percent interest charge built into the
CalPERS  compulalion of eaclh member’s total annual  employer contribulion
recquirement. Because most employers make their annual contribulions on a bi-weockly
basis throughout the fiscal year, which deprives CalPERS of the abilily to fully invest
the member agencies” conlribulions for the full fiscal year, CalPERS adds a 7,75 percent
inlerest charge inlo its calandalion of cach ageney’s annual conlribulion requirement,
based oo its anal asstmed rale of returm oninvestments of 7.75 pereent.

Although the Ceotral Fire District was able o prepay its Y 2005-06 employer
contribution and realized a savings of approximately $98,000, the Counly’s cash
pasition was not sulficiently strong ol that Lime o camfortably permit prepayment,
However, in the subseguent year, the Counly’s cash position has iiproved
signtleantly. The FY 2004 05 Comprehensive Annual Finanaal Report (CAFR)Y shows
that the cash position in the General Fund increased by 68 percent from $229.4 million
on June 30, 2004 (o $386.1 million on Juse 30, 2005, while the cash position of all
government funds grew lrom $507.2 sullion o H681.0 mitlion during the same period.
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Inchuded i the Countywide {all governmental funds ) cash }maltmn of $6871.0 mulbon
was $171.9 millioit in the Valley Medical Centor (VM) Enter puw Fund. Conscquently,
the total combined General Fund-VMC 1 nterprise Fund June 3t), 2005 unrestricted cash
balance amounted to $557.9 million ($386.1 million plus $171.9 million), or an increase
of $158.8 million during the past year. Thal strong cash position has continued into
2000, as confirmed by thc Cantroller-Treasurer bomi and investment stat! thal monitor
the Counly’s cash position for purposes of assessing the possibility of issuing Tax
Revenue f’mtlupdlmn Notes (TRANS). e Lo the substantial cash position of the
County, the County will notl be able to issue TRANS in FY 2006-07. However, the
County’s cash position should permit the prepayment  of  the FY 2006-07 annual
CalPERS employer contribution.

Iulv 14, 2(] 3 fo: a Gross %ay_l_l_}gs of .‘58,946,613

--------

The County’s CalPERS actuary caleulated the FY 2006-07 fixed contribution the County
would have to make if it chooses to prepay ils employer contribution.  The FY 2004-
07 fixed amount employer contribution would be $155,492,142, versus the bi-weekly
payment tolal CalPERS estimated to amount to $161 405,035, or a reduction of
$5,912,896. Flowever, the TY 2006-07 Recommended Budget includes estimated
employer conlributions totaling $163,541,879.  Therefore, the gross reduction in
CalPERS employer contributions would amount to $8,946,615, if the Counly chooses to
prepay its annual employer contribution. It should be noted that the General Fund
portion of lhe annual CalPERS employer contribulion requirement is estimated (o
amount te more than 90 percent of the total, when the VMC linterprise Tund is
included. Consequently, although most of the benefit of a prepayment would accrue to
the Ceneral Fund, all of the other funds, such as the Parks, Roads and Alrports, Library,
Enviconmental Heal Ith, Vector Conrel, and others, would alse benefit from the
prepaymaent.

Revenue Losses if FY 2006-07 TERS FEmployer Conltribulion is Prepaid: $4,116,367

1o the extenl thal the County diverts available cash balances from its commingled fund
to prepay ils budgeted CalPERS employer retirement contribution expense, such
montes would nob be available for the Treasurer to invest. Based on discussions with
the County’s Investment Officer, the TY 2006-07 projected average return of the
Commingled Fund amounts to an annual rate of 4.46 percent. (()IIHLC‘ELIGDH}?, the
County would lose approximately $3,647,832 of Commingled Fund interest revenue by
prepaying its annual CalPPERS employer costs. In addition, the County receives many
revenues and reimbursements of costs that would be mdurvd il the Counly’s retirement
costs were reduced. Based on a survey of County deparfm(‘nls, departiment fiscal
officers estimated tolal reimbursement losses of approximately $594,585 if the County
prepaid its retirement costs. Finally, if the Cownly does not prepay its FY 2006-07 PERS
cmployer contribution, it will have o make an additional $5,912,89 in cash payments
tor PHRS during the fiscal year, resulting inoa loss of approximately $126,050 of
commingled tund interest carnings. Therefore, the net foss of inderest revenue would
amount 1o approximately $3,521,782 (83,647 832 —minus $126,0600} and  the overall net
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savings la the County from prepaying its FY 2006-07 CalPERS cmployer retirement
contribution would amount e approximately $40830,248, of which $4,360,717 s
prrojecied 1o be a General Fund beneht,

Arguments of the Conlroller” Offiee in Opposition o Prepayment_of the Counly's Y

2006-07 Employer Contribulion o 'ERS

Prepayment of the County’s 1Y 2006-07 PHRS employer conteibulion would result in a
net budgel reduction of $4,83),248. However, the Conlroller's Office has advanced two
arguments in opposition o the prepayment, including a suppestion that if the
prepaymentl s made, the Board should  reduce tlcpm‘l‘n‘u‘ﬂtnl salary  savings
correspondingly, and the Counly weuld be subject Lo a sell-imposed penally for
withdrawal of Tunds {rom the Commingled Pool for investment purposes.  The
Controller suggests thal the 1Y 2006-07 estimaled salary savings shonld be reduced if
the Counly prepays its PERS employer contribulion, thereby offseiting some of the
projecled savings., The budgeted TY 2006-07 salary savings rate is 1.79 percent, or the
equivatent of $160,144. If such salary savings were reduced from the 1Y 2006-07
departmental budgels, he projected net savings of prepaying the PIRS employer
contribution would be reduced from §4,830,248 to $4,670,104.  However, reducing,
departmental salary savings bejow the current budgeled levels is certainly not required,
since annual salary savings is budgeted ata very minimal level of only 1.79 percent. As
evidence of this, actual 1Y 2005-06 salary savings are projected to exceed the budgeted
amount by approximately $13.1 miflion.  Furthermore, the number of funded vacant
pusitions as of May 8, 2006 totaled 1,388 posilions, and the FY 2006-07 Object One
budget increased by approximaltely "})H]b million, without any corresponding increase in
salary savings {or nearly ail departments.

A second argument ol the Controller’s Clfice in opposition to prepaying the TTY 2006-
07 employer contribution to PIRS is based on a wilhdrawal of (unds restriclion in the
Board of Supervisors investment policies governing monies on deposit in the
Commingled Pool.  This restriclion pertains to withdrawal of funds by other
government agencies Lhat volunlarily pacticipate in the County invesiment pool, and
specilies that funds thal are withdrawn are valued based on market value of the Lolal
fund at the time of wilhdrawal. Parsuant to this policy, a voluntary participant
goveripnent agency would be ("hmporl a penally or recetve a bonus depending on the
value of the commingled pool in relalion to cost at the thne of the withdrawal. The
intent of 1his poliey restriction is to prevent olher government agencies from moving
money into and out of the County’s Commingled Pool and into alternalive investmenls,
in order to obtain the highest rate of relurn on investient. First, the Boare policy does
not apply to the Counly, but only to “volunlary parlicipants.” Second, the prepaymoent
of the Counly’s budygeled expense for cmployece retivement cosls is not a wilthdrawal Tor
investmoent P POSes, bt rather, it is f:quw:llvnl Lo ’mkmg* ad\mniayv of o cash disconnt
on a commodily or equipment purchase, which the Counly does regularly throughoul
the year, but in smaller transactions. Third, none of the proposed willidrawal
restrictions or condilions under which a penally would be assessed or a bonas paid, or
the crileria for delermining and calealating a penally or bonus, is in owriting ar havoe
been approved by the Doard of Supervisors,
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Consequently, the assessment of @ penalty by the Controller of approxiraately (150
percent on the $1555 million, which would amount o about $777,500, would be
consistent with current anvestment policies of the Board of Supervisors and would
have the effect of taking County monies and reallocating them to the school districts,
cities and other special districts that have monics on deposit in the County Commingled
Fund at the time the Counly issucs its warrant to CalPERS Lo pay its 'Y 2006-07
budgeted retirement costs.

Actual Year-end Estimated $4.8 Million Amount of 19 2006-07 Budeet Savings

It should be noted that, as with all budgel eslimates of revenues and expenditures, the
aclual savings can only be calculated after the close of the FY 2006-07 fiscal vear when
actual expenditures and inlerest revenues are known.

If the Board of Supervisors chooses to implement this recommendation, the County's
CalPlRS5 acluary further advised thal the clectronic lransfer of funds could occur
anytime between July 1, 2006 and July 14, 2006. He also stated thal CalPERS had not yet
developed an option for its member agencies Lo prepay the employee share of annual
contributions.  In addition, once opting for an annual fixed contribution amount,
contributions relaled te any plan modifications during the fiscal year could be deferred
to the next fiscal year or paid bi-weckly at the County’s option.

Object T Expenditures Salary Calculation Adjustent
Expenditure Account 5101000 Permanent Salaries
Expenditure Account 5110100 Retiree Medical Expense
Expenditure Account 5110300 State Unemployment Insurance
Expendilure Account 511(400 County Cenfribution to FICA
Expenditure Account 5110500 Medicare Tax
Expenditure Account 5114600 County Contributton to PERS
Lixpenditure Account 5310700 Workers Compensation
County Executive Management Audit Expenditure
Recommended Proposed Decrease
$1,787,236,734 $1,786,45%,331 777 403"

© Estimated Net Generxal Fund Expenditure Decrease is $477,800 and VMC Enterprise
Fund Decrease is $199,907 for a total General Fund benefit of $677,707. The addilional
$140,000 benefils budgets funded by non-General Fund sources.

The FY 200607 Recommended Budget includes negoliated salary increases for
approximalely 31 County employee bargaining units thal are separately represented by
labor arganizations. Each collective bargaining agreeraent provides for a percentage
salary inerease effective as of vartous dates throughout the fiscal year. The colicctive
bargaming agreements belween the County and 21 labor organizations call for salary
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mereases during Figcal Year 200607, on g date other than July 1. Howewer, Lhe
Counly’s corrent BRASS budgel software, which is used by the Office of Budpel and
Analysis (OBA), is himiled in ats capability Lo precisely caleudate employee salary
incveases. Changes 1 rales of pay can only be caleulaled rom the fiest day of a month.
However, OBA reports that a software upgrade, which would enable precise calenlation
of salary and benelit costs, will be available for 1°Y 2007-08.

Comsequently, the FY 2006-07 increased salary and fringe benefit cost for 17 barpaining
unils was caleulated from the Girst day of the month preceding the effective date of Lhe
negoliated increase, therely overstaling, the 'Y 2006-07 budgel. The increased satary
and fringe benelil cost of the other foar bargaining units was caleulaled from the fiest
day of the month subsequent to the effective dale of the negotiated increase, thereby
understating, the TY 2006-07 budgel. Based on our anatysis, the nel cost of salaries ani
fringe benefils are overstated by approximately  $777,000.  Of this  amounl,
approximately $HO0,0 s funded [romn non-Ceneral Fund or VMO Enlerprise Thandd
SORECCS.

In order (o remove the excess monies from the FY 2006-07 budgel, OBA should
subslilule salary increase factors for each bargaining unil as shown in the attached
schedule., These faclors reduce or increase flat anmual percenlages, based on Lhe
propertion ol days during the fiscal year that the rate increase will be alfective. When
analyzed on a budgel unit basis as an example, Budget Unit 921 - Valley Medical Cenler
is overstated by approximately $200,000.

Ixpenditure Account 5110200 Health Inserance Preminms
County Execulive Management Audit Expendilure
Recommended Proposed Decrease
$167,036,931 $167,036,951 $46,538 per day

The FY 2006-07 Recommencdlad Budget includes $167,006,931 for (he County’s cost of
health insurance premiums for active employees.  The average FY 2006-07 cosl per
cimployee is $11,139. Dased on information provided by the Employee Services Agency,
as of May 8, 2006 there were 1,388 currently vacant positions Lhal are fully funded 1 the
1Y 2006-07 budget (Attachment 2} Just the health insurance premium costs budgeled
for these positions amounls o approximalely $354 million.  Of the 1,388 vacant
positions, 1,290 are in the General Tund or VMO Enterprise fund and 98 are in other
funds. Three hundred and byventy-two (322) of the 1,388 vacanl Fanded posilions have
been vacant Tor more than one year. Tolal salary and benefit savings incduded in the Ty
200607 hudget amounts Lo $32.7 million, or 179 percent of the $1.83 billion salary and
henetit budgel, exchuding the separate account of budgeted salary reduction whicl is
used Tor specific circimstances and ts not included in most departiment budgpets. or
the curvent liseal year, I'Y 2005-06 actual salary and benefit savings in the General Fund
and VIO Vnterprise Fand are projected o exceed the approved budget estimale by
muore than 513 mitlion.
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The BS54 mithon budpeted for health insurance premiums for vacant positions
accownits for 39 percent of the enlire salary and benefil savings in the Y 200607 budget,
without accounting for any savings related to the salaries, retirement, Social Securily,
reticec health  insurance, Medicare tax, worker's compensabon  insurance, and
unemployment insurance on the 1,388 vacant positions. In addition, the FY 2006-07
budget includes an additional $1.7 million for health insurance premiums for 157 new
posilions, if these positions are approved by the Board of Supervisors. 1f the Board
chooses to directly recluce the $167 miltion health insurance premium appropriation, by
delaying the beginning date of funding on vacant positions only, General Fund 5AVINGS
including VMO Enlerprise [und would amount to approximately $46,538 per day of
delav. Tor example, funding all vacant positions offecive July 15, 2007 would save
approximately $465,380. Tunding cffective August 1, 2006 (o one month unf unding)
woulel save approximately $973,518.

Expenditure Account 5107000 Salary and Benefit Savings
County Iixecutive Management Audit Expenditure
Recommended Proposed Deerease
$32,661,581 $32,661,581 $64,315 per day

The Y 2006-07 Recommended Budget includes $16.7 million to fund 157 new positions.
These posilions are {funded effective July 1, 2006 at an average cost of $106,539. In some
cases existing lists are available to appoint from, while in other cases lhe positions
involve promotions that would then result in a vacancy in a lower classificaion. Tn
other cases, T5A would have to reeruil, conduct examinations and compile eligible lists.
tor cach day funding is reduced to allow time for the administrative processing of
requisitions, the County General Fund and VMC Hanterprise Fund would save
approximately $64,315.

Revenue Account 4405095-4410200-4412100 Stale Realignment
County Executive Management Audit Revenue
KRecommended Proposed (Decrease)
$113,188,006 $112,467,474 ($720,532)

Fhe revenue in these accounls represents the County’s share of a half-cent statewide
sales fax that was provided to California countics starting in 1991, as funding for
programs lhal were shifted from Stale to County administrative responsibility. The
gross amount of this revenue is actually divided into three pieces, one that supports
public health programs, a second that supporls mental health seevices, and a third that
supporls sociat service programs in the Social Services Agency, District Attorney and
Probation Deparlment budgets.

This reduction reficcts a change in how the Office of Budget and Analysis, the
Controtler's Office and the Soctal Services Agency propose to account for these
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revenues, which are allocated to the County i lwo ways, First, annually the Counly s

supposed o receive a base level of funding that equals the amount of re uhglmm nt sales
Lax 1L recetved in the previoas fiscal vear. Inaddition, Lo the extent that statewide sales
tax collections from this source exceed the amount required to fund the base lovel (o ali
countics, additional growlh paymends to counlics are provided. In recent years, these
paymenls have been received by the Counly as “cascload growlh” payments primarily
for social services programs, and distributed among the countics basad on vach
county’s growth in social services expenditures relative to that of the other connlices.
These payments have bistorically Deen received in the fall of the year, and were
accounled for on an accrual basis, so that the ymwth payment of $7.2 million expected
o be received in September or Oclober 2006 1s accounted [or as pact of 'Y 2005-006
revenues, and is rellected in the discussion of fund balance earlior tn this reporl.

For 1YY 2000-07 and subscquent years, the Socal Services Agency believes thal prowth
payments will be received as “peneral growih” payments rather than “caseloacd
pgrowlh” paymenls, General growlh payments are distributed among counties in Ihe
same proportion as the base level of (unding, rather than reflecling differences among
counties in cascloads. Turthermore, the Social Services Agency and the Controller

belicve that because a general growth payment is likely to be received afler January 1,
and therefore alter the County’s financial statements are linalized, peneral gglt}wth
paymaonts should be accounted for on a cash basis, in the fiscal year they are received,
rather than in the liscal year Lo which the State atiributes them. Our review of historical
documents on this point shows that in some years where the County received a general
erowth payment, it was received Defore Jan. 1, while in other years it was received afler
Jan. 1. The State Controller’s slaff in a lLlehOI‘l(’ interview said they believed itis likely
thal general growtlh payments for realipnment sales tax will oceur afier Jan. 1, as do
general growlh payments for realignment vehicle license fees.

Accepting the OBA, Controller and Social Services arguments as to how this revenue
will be received and should be accounled for, the budgeted amount for 1Y 2006-07 must
be reduced by $720,532, from $113.2 million to about $112.5 million. Our estimated
budgeted (igure reflects the following components:

Base payments for 2006-07 fiscal year $110,637,392
Ceneral growth payment for 2005-06 fiscal year S LB30,082
Total realignment sales tax receipts for TY 2006-07 $112,167,174

White lhe Management Aadit Division corrently estimates that incacdition to the above
amounts, a general growlth payment of $3.4 million is forecast by the State 1o be paid to
the Counly for Y 2006-07, under the proposed accounting methodology, this revenue
would not be recognized unti! e 1Y 2007-08 County Budget.

As an alternative to this reduction, the Board of Supervisors may want to minp! a policy
tor recopnize all r('dhgmm nt revenuces on a cash basiz, rellecting the vear inowhich the
revenue is recelived. The effect of such a change would be to sel the amont of revenue
received i the current fiscal year, 200506, at 31034 million. Thal would reguire a

Posred oof Superobaors A favagemen) ki Do



L Revi_r?w“q{f_gﬂﬂﬁﬂ?_.‘;m:!n Chzm_(.’?m.n-z'ty Biudget

further veduction in the Y 2005-06 fund balance amowunt discussed earbior in this
report, and instead shift additional revenue into next year’s budget. The I'Y 2000607
budgeted amount would then be $119.7 million, versus the budgeled amount of $113.2
mitlion. The tolal ameunt of revenue recognized in Mscal Years 2005-06 and 2006-07
would be the same, totaling $223.1 million, but the way the revenue is accounied for in
the budgets would change.

Adopling this policy of recognizing all realignment revenues on a cash basis would
make the revenues more predictable for budget forecasting purposes, and would also
prevent wide variations in how these revenues are budgeled and recognized from
occurring duc solely o differences in the date al which the revenues are received.

Revenue Account 4010100 Sales Tax
County Executive Management Audit Revenue
Recommended Proposed Increase
$3,312.322 $3 568,568 $256,246

As discussedt previously, the Couniy collects a Local Sales and Use Tax that is
cquivalent to 1.00 percent of taxable sales that occur within the unincorporated arcas of
the County. However, under Slale law enacted in 2004 to resolve the State's budget
deficit, the State now receives 25 percent of this 1.00 percent Local Sales and Use Tax in
exchange for an apportionment of an equal amount of Property Tax from the
Educahonal Revenue Augmentation Fund (ERAF). Thercfore the basic Local Sales and
Use Tax rate for the Counly now equates to 0.75 percent of taxable sales thal occur
within the unincorporated areas of the County.

The County’s Local Sales and Use Tax collections are impacted by a number of
variables, including the number of retail sales cstablishments in the unincorporated
area and the volume of sales, as affected by the economy and competition from
businesses outside of the unincorporated arcas. Historically, his revenue has had a
fairly stable growth curve that matches inflation, but has periodically grown or shrunk
disproportionately when there have been major swings in the Jocal cconomy. For
example, FY 2003-04 actual collecions were 18.2 percent over aclual collections in the
prior year, due in part {o the beginmings of a local economic recovery.

Based on collections thrm.lgh April and prior year collection trends, we are projecting
that 1Y 2005-06 Local Sales and Use Tax collections will be approximately 17.9 percent
greater than the amount collected in FY 2004-05, as the cconomic recovery continues.
Ower the two years since 1Y 2003-04, collections will have grown by an equivalent of
nearly 9.0 percent, which is significant but reasonable given current conditions.

[Lis difficult to predict future sales and use tax growtluin FY 2006-07 due to a number of
factors. On the one hand, retail sales i the unincorporated area will likely veach an
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listorie high to 1Y 2006500 and may be approaching the natural boundaries of growth
givern the number of relail sales outhets and volume of sales thal occur. On the other
hand, the real possibility of inflation due o increases in energy prices, and {he
corrcsponding inflationary impacl on sales puwh lor ftaxable bnmio duc to higher
produchon and transportation costs, may resull in a conlinuing rise in sales and use tax
collections within the unincorporated arcas. These and other conflicting factors suggest
that inflationary growth could be significant. Because of these phenomena, we are
therefore projecling ne growth in FY 2006-07 Local Sales and Use 'Tax above the
amounts we are projecling for FY 2005-06. Nonelheless, this no-growth assumption
results moan increase in the budgeled amount from 3,312,322 1o $3,568,568, or
approximalely $256,2416.

It should be noted that the Counly and the Cily of San Jose are presently negotialing, the
lerms of an agrecment thal will require the Cily to annex somoe existing nincorporated
arcas. lowever, discussions with representatives in the County Tixeculive’s Office
inclicale that the terms of the agreement are slill being defined and the affeded
unincorporaled areas have nol yet been determined. While we agree with the Controller
that the Connly’s Local Sales and Use Tax revenue will be adversely affected by these
annexations, we find it unlikely that the amiexalions will oceur during 1Y 2006-07.
Therefore, we are anticipating oo impacl on Local Sales and Use Tax colleetions during
the forthcoming [iscal year.

Revenue Account A0HIT10 In Lieu Local Sales and Use Tax
County Fxecutive Management Audit Revenue
Recommended Proposed Increase
1,003,000 1,189,523 $96,523

As slaled previously, under Stale law enacted in 2004 to resolve the Stale’s budget
dleficit, the Stale now receives 25 percent of the County’s 1.00 percent Focal Sales and
Use Tax in exchange for an apportionment of an equal amount of Property Tax from the
Educational Revenue Augmoentation Lund (HRAE). Due to the character of the
methodology for apportionment that is presaribed by Stale law, the County receives an
adjustiment payment for the prior (igcal year in Seplember and then twa allocations
based on estimated Sales Tax collections for the current fiscal year in January and May.
AlE three of the paymenls are recopnized as currenl year revenue,

Based on projected actual Local Sales and Use Tax collections in BY 2005-06, the
Management  Awdit Division nmlup.llm that the adjusbnent payment made In
September will equal approximately 303,254 aned the sum of Hw estimaled payments
for Y 200007 will be approximately  $836,269, for fotal T'Y 2006-07 revenue of
1 EBUR2E ’i‘his estimated  amount 15 approximately $96,523 above the $1,093,000
included in the Recommended Budpot,

Revenae Account 130E100 Interest-Deposils and Investments
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Counly Executive Management Audit Revenue
Recommended Proposed Increase
$19,777,0061 $22,312,580 $2,535,519

As discussed in this report’s section on fund balance, each year the Controller estimates
interesl income by projecting the average daily cash balance and inlerest on investments
to be carned by quarter by the County Commingled Fund. Because of exceptionally
strong average daily cash balances in the third quarter, and anlicipated continued
strong average daily cash balances in the fourth quarter of 1Y 2005-06, the General Fund
will realize total interesl carnings of $17,958,641. This is $2,470,038 greater than the
amount budgeted for IFY 2005-06, but only $730,125 more than the amount being
estimated by the Controller in his most recent estimate.

Assumning that quarterly average daily cash balances will grow during FY 2006-07 by
historical averages for the last five fiscal years, the amount available for the County to
invest will increase by approximalely 4.7 percent between fiscal years 2005-06 and 2006-
07. This compares with an average growth estimated by the Controller of 4.0 percent
from a slightly lower base in the fourth quarter of FY 2005-06. The differential betwoeen
these lwo estimates equales to an average daily cash balance of approximately
$20.0 million for the year.

The Conlrolier is also estimating that the average carnings rate on investments during
FY 2006-07 will decline from a first quarter rate of approximately 4.61 percent to a
fourth quarter rate of approximately 4.36 percent, which represents a decline of 25 basis
points. Based on discussions with the Controller and the County’s investment officer,
this dectine 1s being forecast in anticipation that the Federal Reserve Board will stop
adjusting interest rales after May, and thal the investment market will rally in the last
part of the year, driving down intercst rates. The investment officer also believes that
the inflationary effects of increased energy costs will be lempered by other
compensating factors - such as lower labor cosls from increased productivily - so that
the cost of money will remain low. Lastly, the investment officor states that while short-
term interest rates have increased substantially in recent months, longer-term rates have
bheen more stable, indical‘ing further support for her perspective that the cconormy will
move strongly into FY 2006-07 and that interest on investments will correspondingly
begin to decline.

This general economic assessment s consistent with the oxpectations of some
aconomists who are external to the County and mirrors statements made by the
Chatrman of the Federal Reserve Board 1o Congress in Febroary 20060 A report
prepared by the Feonomic Information & Research Departinent for the Los Angeles
County Feonomic Development Corporaltion {LARDC) conforms Lo the investmenl
officer’s assessment of magor economic indicators that affects interest rates. However,
this non-profit proup also forecasls increased interest rates cduring FY 2006-07. 1 a
February 2006 report, the LATDC staled that, “Inany event, aredit markets are expected
Lo continue novmalizing gradually, wilh the 10-vear Treasury nole rising to about 4.9%
by the end of 2006 and 5.3% by the end of 2007 from 4.5% in December 2005, Mortgage
cates will mitror the changoes in Treasurics, pushing the 30-year fixed mortgage rale (o
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aboul G.6% by the end of 2006 and to F0W o year [ater” This lalter assessment is
stpported hy'i.hn:.' UCLA Anderson School forccast prepared in April, which anticipalus
a conlinued weak cconomy throngh 2008 resutting, i part, from “higher short- and
lomyg-term imnterest rates.”

Based on a review of these materials, we generally agree with the assessment made by
the Controtler ind investment ofticer that interest rates will stabilize and could slighily
decline lowared the end of the fiscal year. TTowever, our assessment of {he various
cconomic analyses and the County’s most recent investiment aclivily suggesis that 1) the
County’s average interest rate will continue to increase through the second quarler as
the market adjusts o one additional rate adjustment that wilt likely be made by the
Federal Reserve Board in June, and 2) the markel rally that resulls from decdining,
inlerest rafes and the impact on the County’s average investmenl yield will be more
tempered Than previously anticipaled by the County.

Accordingly, we project that the County will carn average inleresl of approximaltely
4.60 percent during 1Y 2006-07,7 compared with the 446 percent carnings rate
anlicipated by (he Controfler. Applying this higher carnings rate to the adjusted
average daily cash balance discussed previously, these assumplions result in expected
mieresl earnings of $22,312,580 for 'Y 2006-07. This is approximately $2,535,519 more
than the $19,777,061 budgeted by the County Executive and $1,524,723 more than the
most recent revised estimale by the Controller based on FY 2005-00 third quarter
average daily cash balance daia,

Revenuge Account 4403100 State - Motor Vehicle
Counly Execulive Audit Division Revenuc
Recommendoed Proposed {Decrease)
$60,000,000 $57,255,710 ($2,744,290)

T'his account represents the remaining portion of vehicle license fee revenues received
by the County following the State’s decision to permanentty reduce the fee rales
charged o vebicle owners, and replace fees formerly received by the Counly wilh
additional property lax monics. The remaining share of vehicle Ticense foe revenues
supporis public health, mental health and social services programs under the same 1991
realigiiment of State and Counly responsibilitics that fed fo the sales tax allocations
previously discussed.

As in Lhe case of the realignment sales tax revenues, cach year the County recotves an
allocalion of these vehicle licenses fees in the torm ol a base payment which equals the
total amount of payments received in the prior fiscal year, and a separate “general
prowth” payment. This growth paymentis made solely based on each county's shave of
the base state vehicle license fee funding for realipnment. This growlh payment has

? Rising frem a FY 2005-00 reporled third quarder rate of L0 percent o approzimately 4.65 pereentin the
second quarter of FY 2006-07, then dechining: to approxioately 1.5 percent by year-end.
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higtorically been received in January or February. Because il s received after the
County’s annual financial statements have been finalized, the Controller-1Treastrer has
been recognizing the prowth payment for one {iscal year as vevenue in the subsequent
fiscal year, so that the growth payment for TY 2004-05, received on Tiebruary 6, 2006,
was included as revonue i the FY 2005-06 fiscal yoar.

Since May 2005, the Governor’s Department of Tinance has sharply reduced its
statewide estimales of revenue growth from this source. Typically the strongest [actor
in these revenues is new car sales, which have slowed in recenl months nationally as a
result of increased gas prices, with particularly large declines among American auto
makers, trucks and sporl-utilily vehictes, which generale higher VLT revenues based on
their higher prices.

In FY 200506, we project that the County will receive approximately $55.26 million
from this source, consisting of a base payment of $52.53 million, equaling Jast year's
total receipts, and a general growth payment of $2.73 million that was received in
EFebruary. the $55.26 million figure would then become the County’s base payment
amount for I'Y 2006-07.

Based on our discussions with the California Department of Finance and the Slate
Controller, it appears probable that the State will in fact be able to pay the base amount
budgeted for all counties in FY 2006-07, barring some significant unforeseen chan ge. In
addition, the May Revise for the Governor’s Budgel also projected about $60.72 million
being available Statewide for a general growth aflocation for FY 2005-06, which would
be paid in January or February 2007, and become part of 1Y 2006-07 revenues.
Assuming this allocation was distributed in a similar manner to the allocation received
in February 2006, Santa Clara County would receive approximately $2 million. Added
to the base amount of $55.26 million, the County would receive total revenue from this
source of $57.26 million, approximately $2.7 million less than the budgeted amount.

Revenue Account 4006100 5B 813 - Supplemental Propecty Tax
County Executive Audit Division Revenue
Recommended Praposed Increase
528,000,000 531,500,000 $3,500,804

Supplemental Property Tax is collected from property owners after the properly vahue
has been adjusted by the Assessor and a bill has been produced by the Tax Collector
subsequent to a sale or some other ownership transfer that trigpers a new assessment.
The tax represents the amount due on the differential between the assessed valuation at
the time of the transfer and the assessed value after the transfer. Depending on when
the (ransfer occurs, one or nore supplemental tax bills may be produced. When
Supplemental P'roporty Tax payments are reccived by the County, the payment is
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deposited inte a trast fund and (hen apporlioned by the Controller Lo the taxing,
jurisdictions on 2 monthly basis.

Analysis ol data collected (rom the Tax Colleclor [or previous badget reviews indicates
that Supplemental Property Tax paymenls are [ylmui]} collected and apportioned an
average of nine months afler the transfer has been recorded with the County.

Accordingly, Real Property Transfer Tax activily for previous periods provides an carly
mdication of the paltern of Supplemental Property Tax colleclions thal wilt oceur in the
future. As discussed below for the Recorder, Real Property Transler Tax collections for
IY 2005-06 increased by approximalely 12.0 percent above 1Y 2004-05 fevels, lHowever,

for the six month period between October and March of the currenl and past fisc )
yoears, the average momthly growth in Real Property Transter Tax activily has been onty
1.2 percent. This downward trend suggpesls thal fransfer activity 1s slowing and thal
Supplemental Properly Tax collections will very likely level off in TY 2006-07, to
approximately 1Y 2005-06 levels, when adjusted for the slowdown iy Iransfer aclivity
aceurring nine months prior o collections.

For I'Y 2006-07, the County Execulive has eslimated (hal Supplemental Property Tax
collections will decline from an eslimated level of $31.5 million in FY 2005-06 to $28.0
million in FY 2006-07. This 12.5 percent decline ts inconsistent with the pattern of Real
Property Fransfer Tax collection activity that has occurred in 1Y 2005-06, which
sugpoests that there will be a fat or shight growth curve in Supplemental Properly Tax
collections when the payments are received an average of nine months after the
properly lransfer dale. Accordingly, the Management Aucit Division recommends that
the Supplemental Property Tax revenue account be increased to TY 2005-06 estimated
levels, or $31,500,000. Fhis adjustment resulls in an inerease in budgeled revenues of
535 million in TY 2006-07,

LIT: e

Revenue Account 4020300 Real Property Transfer Tax
County Executive Audit Division Revenue
Recommended Proposed Increase
$28,000,000 $29, 301,000 $1,300,000

Real Property Transfer Tax revenue is received when real properly lransfers ownaership
and generally are computed on Lhe sales price of the property. Feonomic indicators
sugpest that ceal properly transfer aclivily is slowing as [y 20005 06 draws to a close.

The County Iixecutive has recommended that $28 million be budgeted in Real Property
Transfor Tax in BY 2006 07, sehich is 4.4 percent, or $1.3 million loss than the amount the
Management Audil Division s projecting will be collected e 'Y 2005-06. The Counly
Fxoeo ulw*v. estimale is also below the anmueal revenoe prowtd rale between Giscal Year
200400 and Y 2000-06, which we have projected will be approximalely 12 pereent.
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Pespite the ongoing warnings of some economisls and rescarchers abouyl potential
adjustments in the nalional housing market, and clear evidenee of moderation in tHhe
local market, there is no indicalion that the local market is potsed to rapidly decline
over the next 13 months. Lor example, the Pemographic Rescarch Unit of the Caltfornia
Department of Finance indicates that as of January 2006, population is continuing to
increase in Santa Clara County, and the County has the lowest percentage of vacant
housing in the state, at 2.3 percent. With nearly ali of the housing filled, the population
growing, and indications of overall improvemaent in the local economy, it seems
unlikely that demand for housing will significantly decline in the next 13 months, This
can reasonably be expocted to keep tie real estate marked strong,.

Further, there have been some suggestions thal the housing market has cooled in
response o higher morlgage interest rates that have occurred during the past year.
However, as indicated in other sections of this report, there ave clear signs that interest
rates will stabilize in the next year. If these predictions are correct, the recent declines in
housing sales should begin Lo reverse along wilh real estate transfer activity.

While we do not belicve that there will be an appreciable increase in real estate transfer
aclivity during the coming fiscal year, we believe it is overly conservative to believe that
the more recent decline in activily will be sustained. Therefore, we believe the Real
Property Transfer Tax revenuc account should be budgeted at current actual collection
levels, or $29,300,000 for VY 2006-07. This adjustiment would result in a $1.3 million
inerease in budgeted revenues for the fiscal year,

Expenditure Accounts

5101100 Temporary Salaries
5103040 Overtime
Counly Exccutive Management Audit Lxpenditure
Recommended Proposed Decrease
$181,797 $81,797 $100,000

Historically, Department staff indicates that overtime and exlra hefp usage is driven
primariy by demand for document recording of mortgage refinances and real properly
transfers. As morlgage rates have increased signilicantly over e past several months,
refinancing aclivity has declined sharply. In addilion, somewhat fewer propetties are
changing hands. These faclors resalt i lewer documents to record and declining need
for stafl augmentation to carry out recording activity. This drop in recording is reflected
in the current-year revenne for the docament recording fees, which are projected o
come in 5.7 |.?r-ercent lower, yielding $383,800 less than anficipated by lhe current
modified budget in the Recorder’s cost center. Althougl it is theoretically possible that
docurnent activity will pick up next year, Department staff does not expect that this will
occur. Inaddition, the Mortgage Bankers Asseciation projects the national refinance
market i decline from 53 percent of mortgage originations in carly 2005 to about 36
percent throughout 2006-2007

Mavageimeirt Andil Dieision
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Based on e Department’s assessmenl and external profections, it appears highly
untlikely that the Department will need more overtime and extra help in FY 2006-2007
than it will use this year for document recording. I document recording, activity did
increase in Y 2006-2007, however, il appears that the Department’s badget for regular
salaries -- for which there 1s no budgeled salary savings - wonld pmwdo sufficient
“eushion” 1o enable the Department to absorh any additional cost of overtime usage.
liewr exampte, excluding the savings from the budgeted overtime and temporary salaries,
the Deparlmoent’s savings in galary and beaelit costs in IFY 2004-2005 anounled to
$130,000. The Department projects that its salary and benefits savings in the current
year, exclucling these items, will amount to almost $147,000. We project that the
I")vpmfmont wmllcl conlinie to have net salary savings cven il ita overtime and
lemaporary employee salaries were roduced by $100,000 next year. We  thercfore
recommaend that the combined budgets for temporary and overtime pay be reduced
from $181,797 to 81,797 in FY 2006-2007. As shown in the table below, we expect that a
FIO00 reduction would still leave about $I15000 in surplus in These comnbined
accounts, not counting swrplus that would be expoected in other salary accounls as a
result of salary savings.

Clerl-Recorder’s Temporary and Overtime Salaries

Projected Year Proposed
Fnd FY 2005- for TY 20606~
Salaries 216G 2007 Iifference
Temporary
Stalf $33,111 $G1,797 458,686
Overtime ' 434,153 $20,000 $hb,847
_ T'otal _.‘B{i'}',zﬁil ‘blﬂ[ ?‘J? ‘}: [14 I‘i-

Subsequent to the pmdu{“l'i{m ol a draft version ol this report, Department staff reported that
these funds will be used in FY 2006-07 for a previously unbudgeted purpose. The Theparlmend
indicates that the {unds will be used to employ three to four extra help stalf for ane year, plus
significant overtime pay for exisling staff, to validate and augment the work of oulside
vendors on three projects. These efforls are:

+ The validalion of the accuracy of lwo projects converting records Lo digital and
compriterized images; and,

* The indexing ol the inventory of archival records.
The actnal conversion work and inventorying will be carried out by vendors; the Department
indicates that the $100,000 in extra hvlp and overtime funds that previously hacd been
established lor cecording docaments will be ased primarily for verifying the acouracy of the

work ol the vendors on these special projects.

There is no evidenee {hat these I'm\-vly idenlifred expenses would exceed the Department’s
commbined budgel for repular salarvies -which again conlaims no reduetion for salary savings
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and has vielded sigmificant surplus in the current and prior years —and the $81,797 that we
propose leaving in the overtime and extra-help budgets for FY 2006-07,

Page 46

Operating/Equity Transfers 5613100 Transfers Out
Counly Executive Management Awdit Expenditure
Recommended Proposed Decrease
($3,991,980) {$3,360),980) $631,000

The I'Y 2006-07 Recommended Budge! includes $3,991,980 in General Iund transfers to
support various County special programs. Of this amount, $631,000 in Ceneral lund
supporl is incuded to reimburse the Department of Environmental Health’s Consumer
Protection Division for performing state mandaled facility inspections that are exempl
by State or local statutes [rom fees. During the last four fiscal years, the General Fund
support transferred to the Department lotaled $285,000, and did not fully reimburse the
Division for its costs. the General Fund support included in the TFY 2006-07
Recommended Budget is expected to fully cover the Consumer Protection Division’s
projected costs.

According 1o Department staff, in the mid-1990s, the Board took action during the
County budgel process to ulilize General Fund resources to reimburse the Dreparliment
for inspections performed on facilities that were exempt from fees. Afthough stalute
authorizes counties to utilize fee revenue collected to support all costs of the Consumer
Protection Division Program, the Board has not revisited this issue since then and the
County continues to provide some General Fund support for the Department.

According to Deparlment staff, it maintains a fund balance in Environmental Health
Fund 030 from revenue generated from fees collected for services performed by the
Consumer Prolection Division. Departiment staff indicate that the fund balance in
1Y 2004-05 was $3,245,008 and the fund balance for TY 0506 is projected to tofal
$4,790,982. According to Deparlment staff, this fund balance was acerued as a result of a
fee increase and the Deparlment’s proactive steps to develop a healthy reserve level
through disciplined hiring practices and delayed implementation of automation
projects. Although it has nol yet finalized its spending plan for this reserve, the
Department indicates that it was planning on using the resources o fill vacancies, fund
numerous mandatory unbudgeled expenses such as relirement payoffs, increases in
infernal services costs, and salary Increases due to the reclassification of positions; and
make one-time capital and equipment purchases.

While the Department shouid be recognized for its success in re-establishing a fund
balance in the linvironmental Health Fund, we recommend that the County utilize a
portion of this Tund’s reserve to offsct General Fund support for this program on a one-
time basis in light of the County’s budget situation. Under this approach, the transfer to
the Department would be deleted 1o achieve $631,000 in General Tund gavings m Y
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20006-07. This action waonld still retain a sizeable Tand balancee i e Favironmental
Healtth FFund for the Congamer Protection Puivision Program.

Vurthermore, given the County’s lepal authority o assess [ees to fully recover the cost
ol the Consumer 'rotection Division's inspection activities, the Toard should revisit its
decision to utilize General Tund support {or these services. In lreu of using General
Fund maonies on an ongoing basis, the County alternalively could increase the fees
assessed by the Consumer Protection Division to generale sufficient revenue to offsel ils
operating expenses. Given this potential opportunity for a fong-tlerm baclyel solution,
we recommend that this issae be refervad Lo the Housing, Land Use and Transportation
Comnuttee lor further discassion, which wo belicve should occur conaurrently svirh the
Commuittee’s review of the Department’s expenditare plan for its reserve fundhng.

Revenue Account 4106100 Franchise Fees
Counnly Executive Management Audit Revenue
Kecommended Proposed Increase
$1,050,000 $F,383,692 $333,692

The Department of Revenue (2J0OR) collecls franchise (ees from Pacific Gas & Eleclric
and waler and cable compaities. There are no restrictions on the use of this revenue. In
LY 2004-05, the DOR collecled $819,601 from this source, and we project DOR will
collect $1,383,692 in FY 2005-06. Department of Rovenue stafl projoect a similar, though
slightly lower, amount of revenue in Y 06-06, totaling $1,355,560. The aclual revenue
achicved appears to incrcage significantly in 2005-06 largely due to a change in
accounting policy. Starting in 2004-05, DOR could ne longer acerue revenues that were
not reccived within 180 days of the close of the fiscal year. Revenues that are received
alter this time pertod are budgeted in the following fiscal year.

The FY 20006-07 Recommended Budget includes $1,050,000 in franchise fee revenue.
Based on our review of historical data on aclual revenuae achieved over the past several
years, we believe the County could increase the budgeled revenue in this account to
$1,383,692, an increase of $333,692. Woe arrived al this projedion by analyzing actual
revenade data from different poinls in time, Bivsl, we reviewed Y 2004-05 and 17y 2000-
06 Y'Y data {or Period 100 In 1Y 200:4-05, the Department bad veeeived 95 percent of ils
actuad revenue by Poriod 100 Assuming the prior year’s lrend continues into 1Y 2005-06
and 1Y 2006-07, we estimale that the Blepartment would receive a tlal of $1,393,692
cach year. This calealation assumes no growih in revenue,

Seeond, we reviewoed historieal data on the actaal Tranclvse Fee revonue received by

DO betwesny BY 199590 and 1Y 2000-04. (Actual reventio rocetved Tor BY 20000-05 was
ontifled from this analysis since it was distorted somwewhat by the accounting, policy
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change mentioned above). Using a tinear trend model, we acrived at a similar lovel of
projected revenue in FY 2006-07 (roughly $1.35 miilion} as we identified above,

Based on its review of collections in April/May, DOR has indicated that the continued
trend in the collection of franchise fees in 1Y 2005-06 would allow il to increase the
proposed budget by 5200,000. The DOR staff has expressed concern that a more
aggrossive projection would put the County al risk of expecling more revenue than is
necessarily reasonable. Furthermore, a conservalive estimate provides the added benefit
of increasing the likelihood of surplus revenue, which could be used, in turn, to cover
otter overa geressive revenue estimates that do nol materializoe.

Daring our review of the FY 2007 Recommended Bud gel for DOR, however, we did nol
identify any other revenues within the Departiment’s budget that appeared to be overl ¥
aggressive, Furthermore, we beliove that our recommended increase of $333,692 1s
reasonable in that it assumes no growth in FY 2006-07 and is in-line with hislorical data
from a nine-year ime period.

e
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Revenue Account 4301100 Law Enforcement Services to Other Agencies
Counly Executive Management Audit Revenue
Recommended Proposed Increase
59,943,243 $11,844,485 $1,90%1,242

‘The Fy 2006-07 budget for law cnforcement scrvices to conlract cities reflects an
increased cost of $1,160,352, or 8.5( percent over the FY 2005-06 bud gel. The budgeled
cost increase pertains to annual salary and related fringe bencfit increases, which
account for about $481,000 of the increase. Most of the remainder of the increase
pertains to greater fuel cosls eslimated to amount to an additional $570,000 in FY 2006-
07, Although these cosl increases were incuded in the Recommended Budget, the
corresponding increase in reimbursement from the contract cilies was not included.
Because the law enforcement services provided by the Sheriff from the West Valley
Palrol station include a small amount of services lo unincorporated arcas of the County,
approximately 50 percent of the cost of the West Valley Patrol Cost Center is funded by
conlract city reimbursements, and the balance is a Coundy General Fund cost.

The proposed $1,901,242 increase in reimbursement revenue would bring this budget
inlo balance, ensaring that the dlies and the County cach pay their appropriate share of
costs. It should be noted that the Reconunended Budgel is predicated on estimated
safary increases that will nol be precisely known unkl an annual salary survey is
completed prior W the October 10, 2006 confract effective date. In the event that the
survey results would require a reduction in the amount of salary and (ringe benelits
currently incladed in the budget, the Office of Budget and Analysis should make a
corresponding reduction i the amount of contract ity reimbursement revenue
eslimated in this account, if the Board of Snpervisors approves Hhis recommendation.
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Revenue Account 4723110 Prisoncr Housing Federal
Department Audit Division Revenue
Recommended Proposed Increase
§$7,271,895 $7,644 1014 372,119

This revenue source is received under agreements botween the County and the LS.
Marshalt’s Office [or the County to temporarily house (ederal prisoners and delainees.
The BY 2006-07 budgeted levol assumes thal an average of 227 lederal prisoners will be
housed per day at a charge of $87 per day, which 1s the maximun amount the Counly is
pormitted to charge, based on housing, these prisoners in the Main Jail.

The Management Audit Division has argued proeviously that the $87 per prisoner day
maximum rate, which has been i place sinee 1998, should be renegoliated, as is
permitted under federal regulalions, In December 2004, the Conlrofier-Treasurer
Internal Audit Division joined us in thal view, recommending as parl of a report on
Department of Correction rates and charges Lhat a rate increase should be requested. On
June 21, 2005, the Board approved a delegation of authority to the Chief of Correction to
negoliate a vale increase with the U5, Marshal’s Office. At that time, the Department
reported thal actual costs to house federal prisoners in the Main Jail were $133.75 per
day, while costs at the Correctional Center for Women at Elmwood were $77.34 per day.
[Towever, the Recommended Budgel continues fo budget this revenue at the 1998 rates.

Subsequent to lu_uwng, a «rafl version of (his veport discussion, the Department
reported Lhat it is in ongoing discussions wilh the U.S, Marshal’s Office regarding a new
condract, which the Lepartment belicves will be concluded in time {or a new rale lo go
inlo effect begining September 1. Although the U.S. Marshal has not committed to any
specifie rate, the Department believes it is reasonable to assume a rate of $97 per day for
federal prisoners housed in the Main Jail, which is equivalent to the rate the
Departiment says il was advised the US, Marshal is paying Alameda County. For
prisoners housed at the Correctional Center for Women, the Departmient believes the
rale will remain at the easting, $75.35 per day, even lhoagl aclual costs are higher,
because that s the rate the U5, Marshal 15 charged by Alameda County for women
pPrisoners,

Based on these discussions with the Departmoent, we recommend that the budgel tor
this revenue be increased to $46440001, an increase of $372,119. This increase assumes
three months of housing Main Jall prisoners at a rate of $87 por day, nine months
housing such prisoners "l a rate of $97 por day, and 12 months housing female
prisoners al a rate of $75.30 per day. The Department aprees with this proposed revenue
wmcrease, which reflects the same volume of prisoners housed each day that was
assnmed i the Recommended Budgoet.
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Revenue Account 4723120 Prisener Housing State
Department Audit Ehvision Hevenue
Recommended Proposed Increase
53,112,538 83,205,381 $152,844

This account represents revenue received for housing prisoners on behalf of the State,
primarily at the Llmwood Correctional Facility. The prisoners are generally of bwo
types, individuals arrested in Santa Clara County who have violated parole from the
California Department of Corrections or the California Youth  Authority, and
participants in the In-Custody Drug Treatment Program, which is a program where
parolees avrested on drug-related parole violalions are housed al Elmwood and
participate in an intensive 60-day substance abuse (reatment program, and then receive
additional monitoring outside incarceralion.

The FY 2006-07 budgeled level for this program reflects housing an average of 125 State
prisoners per day, which is approximalely the level of State prisoner housing that has
oceurred during (he past three months, in which the In-Custody Drug Treatment
Program was fully operational.

The budget also reflecls the current reimbursement rate of $68.22 per day reccived for
housing cach prisoner. However, the Governor's May Revision to the State budget
states that, in accord with an agrecement reached last year {o review this rate annually
based on agreed-upon melhodology, the rale for FY 2006-07 will be increased from
$68.22 per day o $71.57 per day. The County’s legislative relations staff reports that the
Legislatare also concurs with last year's agreemenl, and therefore the additional
revenue proposed should be included in the proposed State budget. Increasing the
daily rate for housing state prisoners in County facilitics, at lhe same volume of housing
proposed in the budget, provides additional revenue of $152,844 to the budgceted
amount. The Departinent agrees with this recommendalion, assuming the information
provided regarding the State’s intention 1s correct.

Revenue Account 4723120 Prisoner Housing Other County
Department Audit Division Revenue
Recommended Proposed - Increase
55,672,248 - 51,976,948 $304,700

This account represents revenue received from Alameda, Marin and San Mateo counties
for housing their prisoners requiring mental health care in the Unil 8A Mental Health
unit in the main jaik. Based on the lalest information provided by the Department, the
San Maleo contract requires that Coundy o pay a flat amount, $2,500 per day, or
$912,5060 for the entire fiscal vear, {or guaranleed usc of two beds per day in Unit 8A.
The contracts with Alameda and Marin counties provide beds on an as-needed basis,
with cach county paying $1,386 per prisoner per day for 8A housing.
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The budgcted amounts for these bavo contracts assumed providing about 46 Ded days
per month in Unit BA Lo Alameda Coundy prisoners, and about six bed days per maonth
for Marin County prisoners. Howoever, doring the past 13 months, usage by Alameda
County has averaged 52 bed days per month, while Marin County’s usage has averaged
12 days per month since October 2005, when its current contract wenl mte affecl.
f\%umlnp this usage continues, al the new rates of $1,386 per day, Lhe I){*}mrlnwn
projects carning $199,584 from Marin Counly and §864,864 {rom Alameda C ounly in
liscal Year 2006-07. Combined wilh the guaranteed revenue from San Malco {lounty,
the estimated revenue for Fiscal Year 2006-07 tolals $1,976,248, $304,700 more than the
budgeled amount, The Departmoent agrees wilh this recommenelation.

Budget Unit 235-Account 510 Salaries and Employee Benefits
Department Management Audit Expenditure
Recommended Proposed Decrease
$30,690,204 £30,642,702 $47,503

A report on current vacant posilions provided o the Management Audit Division by
the Employee Services Apency included among the vacancies an Assistanl Chiel of
Correction-U position that has been vacant since November 2, 2004, While other long-
lerm vacanl management posilions in the Department have recently been filled, or arc
in the process of recruilmenl, FSA's execuiive recruitment stall, after discussions with
(he Department, reports recruitment lor s position is not expected to begin until fate
Aungust or carly September at the carliest, 1'SA stall furlher reports that even filling the
position through internal promotion would take al least six weeks, meaning the
position will not be filled ontil carly October at the earliesl. Accordingly, we
recommend that this posilion, which was budgeted for full-year Funding in the
recommended budgel, be budgeled for only nine months of salary and benefits. At the
position’s reported cost of $190,010, this change provides savings of $17,503, Whereas
other positions vacant in this Department may require backfilling with overtime, which
offsels any potenlial savings, excculive management positions are nol eligible for
overtime pay, and the functions of Lhis vacancy are presumably being camied oul by
other managers as a lemporary addiion to their regular dulies.
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Budget Unit 246 - Probafion

Revenue Account 4511200 Federal Title IV-E
County Executive Managentent Audit Revenune
Recommended Propused Change
8,500,000 88,500,000 $t

This revenue is federal reimbursement for a portion of probalion services provided to
delinquent minors who are considered “reasonable” candidates tor possible placement
i foster care. The funds are administered by the federal Department of Health and
Iuman Services, Administralion for Children and Families. In TY 2004-2005, the
County recorded receipls of $9.2 million in this line item, although fiscal staff indicate
that due to accrual errors, actual receipts were closer to $8.5 million. Reimbursements
are made on the basis of quarterly work hour records completed by Probation Officers
engaged in eligible activities, primarily court work and case management.

Historically, the Department has deemed juvenile wards as reasonable candidates for
possible placement in foster care. As such, the Department has filed for and received
reimbursement for work on behalf of approximately 2,600 juvenile probalioners
annually. However, new federal legislation, the eficit Reduclion Act of 2005 ag signed
by President Bushuin Pebruary 2006, creates new restrictions that ma y greatly reduce the
number of probationers for whom claims can be filed. The new lavw specifics that only
probationers for whom foster care is “imminent” would be chigible [or reimbursement,

The Probation Departiment estimates thal, once federal guidelines are issued, only a
fraclion of its juvenile probationers will qualily as cligible, resulting in a reduction of
several million dollars of revenue. On April 27, 2006, the California Department of
Social Services issued a letter of alert lo courtics to be aware that changes in claims
guidelines would be forthcoming, but provided insufticient inforimation to determine
the effect on Santa Clara Cou nty’s Title IV-E receipts in either the current year or in FY
2006-07. For example, the State has indicated that it is secking clarification as lo whether
the restrictions will be retroactive Lo the October 2005 date of the feceral bili or whelher
the restrictions will po into effect af a fulure date, In May 2006, the association of the
Chicf Probation Otficers of California {CPCGC), noted that information regarding
reslrictions woubd be forthcoming, but was nof yet available.

The proposed FY 2006-2007 Probation Pepartment budpet ineludes anticipated receipts
of $8.5 million for this revenue, H federat restrictions were to be mandated by October
2006, and the restrictions that the Department anticipatus will occur are in fact enacted,
the revenue from this source could be reduced by as much as $5 illion in Y 2006-07.
In addition, if restrictions are implernended  relrcactivel yvoto October 2005, and
supported by the State’s inquiries to the fedoeral government, revenue losses could be
greater. Due to the uncerlainty, we are not recommending reductions in Lhis revenue at
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this time, bul prodence demands that we alert the Board to potential future losses, the
extent of which wall depend on how ihe legislation is interpreted under federal
pndelines and the titning of the implemoentation of restrictions.

‘BU 263 Tacilities _111(1 Bleet: Pige 166
Expenditure Account 5290100 Utilities
Counly Exccutive Managemenl Audil Expenditure
Recommended Proposed Decrease
$14,597,661 13,971,692 $625,969

Ulility costs {or most County facilifies are included in this line item. Al the time the
budgeted amount was proposcd by the Deparlment in January, there was signilicant
uncertainly about both natural gas and clectricily prices as a result of reduced pas
supplies from Turricane Katrina and other factors. Since then, the outlook lor utility
rales has become more predictable, and the Deparfiment conears that its original budget
eslimate, which induaded a 5 percent uncerlainly faclor, couid be revised in light of new
information. The revised figure includes the Deparlment’s latest estimale of utilily
cosls, and represenls an increase of 1002 percent over the budgeted amount for the
current [iscal year, and a 164 percent increase over the estimated actual ulilily
expendityre of about $12 million for the carrent fiscal year

The Department reporls a concern about the variability of utilily costs due lo weather,
as very high summer femperatures or very low winter temperatures can increase ulility
use and therefore cost, Tor example, the Deparimoent acknowledges that the current
yoear utilitios expoendilures are likely to be under budget, reflecting an unseasonably
warin winter and late onset of hot weather. The Deparlment is correct in its assessmenl
al weather factors to dale in calendar year 2006, We therelore also recommend Lhal
actual utilities expenditures be reexamined ag part of the mid-year budgel review, by
which time the summer coolmgj scason will be aver. 1F expenditures at thal poind are
higher than at a similar point in previons years, an addition to the ufililies budget from
contingency lunds could be considered at that point.

Expendilure Account 5330200 Capital Projects Services and Supphies-External
Deparctment Minagement Audit Expenditure
Recommended Proposed Decrease
F 10,130,004 $9.630,000 S500,000

Fhis line item |(*prmvnt¢. the one-time appropriation recommended by the County
Lxecttive for the mmly s 7Y 2006-07 capital projects program. A transfer from the
General Fand to the Capital Projects Fund Lypically tunds his appropriabion. Included
in the 7 2000-07 appropriation is $1.6 million to implement securily upgracdes to the
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Counly Goverament Center at 70 West Hedding Street, Included i the $1.6 million is
500,000 o reopen the entrance to the south side of the 1last Wing as an crmployee-only
entrance, mduding a revotving door. This entrance is now dosed in order to prevent
temperature control problems reparted by Clerk-Recorder staff at the ime this entrance
was open to the public. On May 2, 2006, the Board of Supervisors considered a security
and protective services plan for the County Government Center and the County Cenler
al Charcot. As part of ils action to adopt that plan, the Board directed thal an
implementation plan for security in the Board of Supervisors chambers be prepared that
climinated the proposed door. Because the Board's May 2 action occurred after the
preparation of the Recommended budget, money for the $500,000 revolving door was
included. This funding should be eliminated, commensurate with the Board's May 2
action.,

Revenue Accownt 4203000 1iMS Fines and Penaltics
County Executive Management Audit Revenue
Recommended Proposed Increase
53609,524 $929,204 $559,680

The Counly of Santa Clara receives fines and penalties from first responders and
American Medscal Response (AMNR) when cstablished limelines arc nol met. Pror to the
AMR contract in October 20611, these fines and penallics were depostted into the
General Fund and were available to oftsel the operating costs of the Emergency Medical
Services (EMS) Agency of the Public Health Department. These resources are now
deposiled into a trust fund and allocated based on recommendations from the FMS
Advisory Commiltee and the Fxecutive Director of the Santa Clara Valley IHealth and
Hospital System (SCVHHS).

in FY 2004-05 the Board of Supervisors approved a recommendaltion by the SCVHHS
Lreclor to allocate $115,942 in EMS Trast Pund monies towards offsctting cosls in the
EMS Agency, and the use of an additional $191,900 from this fund to support EMS
statfing costs in 'Y 2005-06. The FY 2006-07 Recommended Budget includes an
additional $61,682 to cover EMS staffing costs. In total, the Recommended Budget
includes $369,524 in Trust Fund resources to support TTMS staffing costs,

As descoribed more tully in the December 2004 Management Audit of the Public Health
Department, the Board of Supervisors and the SCVIHHS Ixecutive Director have the
prevogative 1o dedicate these funds to ongoing operations when a financial havdship
occurs i the County. We recommended, and the Board of Suncrvisors approved, the
reporting of the Trust Fund balance during the budget process and the development of
a definition of “financial hardship.” On May 24, 2006, the SCVIITIS reported to the
Board that its unallocated fund bhalance of the Trust Tund equaled $1,379,120.
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The SCVTIEES staff has indicated that the Counly’s prior use of these funds o suppart
the eperaling cosls of the EMS Apency has been acceplable 1o relevant stakeholders
hecause they recognive the Counly’s current Oscal crists and ils resteainb in not ulilizing
all of the fands. Stafl commented that were the Board to decide Lo ulilize all of the
available funds o support the operation of the EMS Apency, the aties, fire agencies,
ardd 1IMS commitle would express concern. Furthermore, according to Stafl, actions lo
whitize all of the funds “would limit the EMS System’s ability lo meet urgent demancls,
should they arise.”

The cureenl General Fund support necessary to conlinue the operalions of the EMS
Agency in BY 200506 cquals $837,680 according to the County  Execulive's

Recommended Budgel. As of this report, The Department was working with OBA Lo
acdjust this amountl Lo reflect an additional reimbursement of hnmolanci security
funding, which would reduce the General Fund support adpeted for EMS 1o $559,680.
We recommend that the $559,680 be lransferred (rom the 1MS Trust Fund in FY 2006-
07, in addition to the $61,682 already added (o the Recommended Budget rom this
source, due to the deficit of the FY 2006-07 Budgel. This one-time transler would nol
deplete the fund balance; it would still leave an adequate starling balance, to which
additional fines and penalties from the end of 1Y 2005-06 and 1Y 2000-07 will be aclded.

On May 24, the Direclor of SCVITIS presented the 1Y 2006-07 Recomunended Budget
for the expenditure of the BMS Lines and Penalties Trust Funds. This budpel included
$421,969 in addilional proposed expenditures in 1Y 2006-07 [or various projecls and
activities intended to enhance the EMS system, which were in addition to the $369,524
inctuded in the Counly Recommended Budget lo offset the EMS Agency operating
costs. Based on our review of the current fund balance, it appears that the projectecd
level of new receipts in FY 2006-07 will exceed the total funding requests in the
Recommended Budget and additional requests submitled by the EMS Agency. As a
resull, we believe Lhe exisling fund balance will be avaitable Lo offsel addilional General
Fund support for the IMS Ageney as we have desonbed above on a one-time basis.

County LExeculive Management Aadit Increase/
Aecoundt Recommended roposed Decrease
4407200 Stale 2115 Rev. $760,803 $1,253,303 $492 500
Various (bjoct 2 Exp. 2,268,475 1,775,974 ~ 492,500
Net Change $085,000

The 1Y 2006-07 Recomeended Budget includes 2,268,475 in one-time expendilures for
the implementalion of various Pandemic Tnfluenza Preparadness acltivities, which
include stafl training, a ptlhlit mx'm(*m‘% arkl edacalion campaign, moedical supplies,
and sapplics and cquipment. The 2006-07 Recommended Budget alse mcludes $760,803
in revenue rom the State Department of Tlealth Services Tor vanious public health
programs and  services provided by the Public |ealth Department. None of  this
budgeled State revenue 15 intended to offset the Pandemic Inluenza Preparedness
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activitics; the Recommended Budget proposal would instead ulilize Cenersl ['und
res0Ces,

The Gavernor's Budget incudes $16 million {state and federal funding} lor countics to
strengthen and maintam Jocal jurisdictions’ abilily o respond to an infiluenza pandemic.
Under this proposal, cach local Jurisdichon would reccive a base amount of funding of
H100,000 for a total expenditure of $6.1 miflion. The remaining $10 million would be
allocated based on counly population. The Governor's Office has indicated its inlent to
provide this lovel of funding for twoeycears (for FY 2006-07 and 2007-08). Under this
proposal, we estimate that Santa Clara County would receive approximately $595 000
each year. This amount reflects the sum of the base atlocation and approximalely
5 percent of the remaining funding that would be allocated based on population.

The Assembly approved the Governor's proposal, while the Senate approved a
modifiect version, which increased the minimum amount allocated (o counties to
b150,000. Under the Senale's proposal, Santa Clara County would receive
approximately $492,500. Due to the differences in the method of allocating the funding
approved by the Assembly and Senate, this item has been referred lo the Budget
Conference Cormmnittee.

While the specific outcome of the 2006-07 proposal is uncertain, we believe it would be
reasonable for the Counly to expect at least the lower allocalion proposed by the
Semate since both houses have approved the same overall level of funding and the
proposal was initially presented by the State Administration. As such, the anticipated
level of Stale revenue in FY 2006-07 for the Public Health Department should be
increased by $492,500.

Farthermore, the Governor's Office has indicated its inlent to provide the proposed
level of funding for Pandemic Flu Preparedness for two years (FY 2006-07 and 2007-08).
In antiapation of additional State funding in FY 2007-08, the County could suspend the
implementation  of roughly 22 percent of the expenditures  outlined in lhe
Recommended Budget for pandemic flu preparation until TY 2007-08 and, accordingly,
reduce the proposed expenditures in TY 2006-07 by $492,500. Given the information,
available at this time, we believe State revenue would be available Lo support the
deferved portion of the proposal in FY 2007-08. :

The recommendations we have deseribed above would enable the County to achisve a
total of $985,000 in General und savings combined. This approach would still provide
approximalely $2.3 million in expenditures for pandemic flu preparalion achivities {over
a lwo-vear pertad) In the event that {he State changes ils plans lo provide funding for
pandemtc preparedness activities in 2007-08, the Board could re-ovaliate the one-tme
use of County General Fund monics for these activities during ils budpel discussions
nexl year.
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Revenue Account 4718160 Public Health Patient fees
County Executive Management Audit Revenue
Recommended Proposed Increase
$362,500 $392 500 $30,000

In 1Y 200506, the Jul)lit‘ I Ieaith T}Upnrlmf.‘nt projects hal il will receive approximaltely
30,000 in reventee for FITY testing, which is currently used (o support the operation of
the Crane Cenler. This source of revenue is expecled o conlinue in Y 2000-07.
Flowever, the Department reports that the revenue was inadvertently oinitied from the
Recmnmcndcc{ Budget, and behioves that the rovenue in this account may be increasee
for 1Y 2006-07 by $30,000. We recommend that this revenue be increased by $ 30,000 to
refiect the addilional palient [ee revenue from HIV lesting,

Revenue Accownt-4422400 State Mandate Cost

Discussion Only--AB 3632 Vunding

The County is reimbursed for providing services to Scriously Emotionally Disturbed
Children through the California 5B 90 mandate claim process. lor several years, due o
the Stale’s fiscal challenges, it has delayed the reimburgement of claims to counlies for
these services. Due to the recenl passage ol Proposttion 1A n November 2004, howevaor,
the State no longer has the discretion of delaying these reimbussements il it wishes to
continue the mandate. [n 2005-06, the State appropriated $120 million General Tund on
a one-time basis to continue the reimbursement of claims {iled by counties (or A3 3632
services. The Counly’s FY 2005-06 Budget for the Department of Maental Tealth includoes
sfate revenue totaling $16,198,802 {for AB 3632 services. This amount reflects revenue
received for prior and current year claims, The 1Y 200607 Recommended Budget
assumes a 3 pereent increase in the claims submitted and accordingly includes
$8,791,748 for AB 3632 services provided in (e coning fiseal year.

Current Stale Budgel discussions regarding the status of the Al 30632 program suggest
that the County may be al risk of receiving a lower tevel of fundin;‘_} in 7Y 2006-07. The
Y 2006-07 Governor's May Revise proposed a major wdv*ﬂpn of the AB 3632 prn;,mm
Amonyg, the major aspects of this redesign, the Governor has propoesed: 1) the
suspension of the 515 90 mandate for two years; 2) the crealion of a new categorical
program which would allecate funds based on the namber of special education pupils
i each county, ad 3 ana 3pr(}pr1a Lion of $649 mnillion in General Fund which would be
used Lo supplement $69 million in Federal funding for special educalion services. The
Administration has also proposed trailer bill Tanguage, which would require County
Merdal Flealth Departments and County Office of Lducalions Lo enler imto conlracts for
the provision of spectal education services. According o the Tegislative Analyst's
Office, the estimaled statewide cost of Al 3632 services 15 HTR0 miilmn, roughly $12
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million more than wag proposed by (he Governor. Bearing in mind the Covernor's
proposed reduction i funding for these services and the estimated percentage of
special education sludents in Sanla Clara County, we estimale that the County would
receive approximately $5.4 million in funding under the Governor's approach, an
amount which would translate into a $3.4 million reduction relative Lo the County’s FY
2006-07 Recommended Budget.

The Senate approved an alternative approach to redesigning the Al3 3632 program.
Recogmzing more time was needed to work out the details of the categorical program,
the Senate assumed the mandate daim process would continue for half the vear and
provided addilional funding for this purpose. In total, the Senatce approved 1895
rlhon in revenue for AB 3632 services. The methodology used Lo distribule funding
under this approach is uncertain; however, i the funds were distributed based on
number of special education pupils, Santa Clara Counly would be adversely affected.
We estimale that under the Senate’s approach and a funding distribution based on
pupils, the Counly would recetve $7.4 million (a reduclion of $1.4 million relative to the
Recommended Budget).

As of June 6, the issue was still pending in the Conference Budget Committee. Althou gh
the cutcome of this budget item is uncertain at this time, the pending statewide
allocation and funding methodology pose a potential funding risk for the County.

Revenue Account 4813201 Contributions and Ponations
County Execulive Management Audi Revenue
Recommended Proposcd Increase
$108,124 $188,867 $80,743

The Recommended Budget (or the Mental Health Department includes $108,124 in
revenue drawn from the Morrison “Frust Fund. According to SCVITTS staff, this fund
was cstablished in 1998 as a result of an $846,970 bequest to be used for suicide
prevention and crisis services. The one-time donation and a modest amount of interest
accrued in this Trust Fund currently supporl a position in the Mental Health
Department and related services and supplies expenditures. Because the expenditures
tied to this fund are greater than the new receipts (interest) deposited into the fund, the
fund balance has decreased cach year. According to the Department, in TY 2005-06, the
beginning balance of the fund was $320,096, and we project the fund balance at
year-end (o tolal $217,073. The SCVITHS staff has indicated that once the Trust Fund
resources are depleted, the Department will need to identify allernative sources of
funding for the current expenditures or delete the position and related services and
supplies from the budget.

In response to our inquiry regarding General Fund-suppeorted suicide prevention and
crisis services in the Mental Health Department, SCVHIS staff reports $80,743 in
service agreements for staff that provide overnight coverage for a crisis hotline,
Adthough these arrangements predate the Department's receipt of the Moaorvison
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donation, they are suilable expenditures (or the Morvison Trust fund. The agroement
which establishes this trust fund does not include any restrictions that wouldd provent
the County from utilizing the fund to support exisling activitics.

Given the available fund balance and the Conmiy’s TY 2000-07 budget situation, the
County could, on a one-lime basis, utlize Morrison Trusl revenue to support these
agreements and achieve General Bund saviogs in Y 2006-07 totaling $80,743. We
estimale thal, witlh (he projected {und balance for the end of Y 2005-006, this
recommendation would aliize almost all of the trust fund resources in Y 2006-07,
leaving approximately $25,000 for suicide prevention and crisis serviees in FY 2007-08.

The TY 2006-07 Recommended Budgel includes $2171,440 in new, ()llpﬂiﬂp expenditures
for two posilions at the Main Jail. These stalf would pecform mental health assessments
on all inmates who are incarcerated with charges of sexual assault or sexually deviant
behavior, after cach courl appearance, in order to prevent suicidal behavior. ‘The
positions would be supported with General Tund resources.

Our review of the Menlal FHealth Services Act (Proposilion 63) suggests that alternative
funding may be available to support these positions in lieu of the General Tund.
Proposilion 63 was passad by the voters in November 2004 to eslablish a new source of
tax revenue for the expansion of mental health services for children, adulls, and seniors.
The Proposition 63 statute specifies that funds can be used for services provided o
adults who {it the criteria established in Welfare and Institulions Code Section 5600.3.
Among other erilenia, this seclion indicates that funds can be used lor indrviduals that
are arrested or couvicted of crimes. The State Department of Mental Tlealth has
provided counties with a puidance document  that  further carifics  that
Proposition 63-lunded “sorvices that are provided in jails or juvenile halls must be for
the purpose of (acilitating discharge.”

In accordance with Proposition 63 requircments, the Deparlment of Mental Fleallh
cdeveloped its set of proposed Proposition 63 expenditures “through a broad
communily stakcholder process” According lo SCVEHIS staff, this proposal tor
assessment stalf working at the Main Jail was not brought forward during that process.
In staff’s opinion, l'h{* assessnent of inmates relurning from cotrl appearances does not
“facilitate discharge.”

Because allernative funding was nol formally pursuaed for his proposal, i s unclear
whather assessment services for this population of inmates are eligible for Proposition
63 funding. Hor instance, it is unclear whether the Stale’s use of the lerm “discharge” in
its guldance document refers to the release of inmales (vom inpatient services within the
mstilution, or the release from the institution altogether. Furthermore, we guestion
whether one could reasonably argue that successful attempts to prevent suicide al some
feved s net (acilitating an inmate’s evential release from the institation.
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As of this reporl, we have nol yet obtained an independent opiion on this ssue or
assessed the process and fenghh of (ime that would be required to amend the County’s
current expenditure plan to reflect these assessment stalf. However, in light of (he
pending policy and fegal question as to whether Prop 63 should or can be used for staff
in the Main Jail and the potential opportunity to recuce the demand for limited General
Fund resources, we recommend that the Board suspend the funding of these posilions
andd refer the maller to the Health and Tospital Commillee and County Counsel for
further review.

Revenue Account 4407200 State Department of Health Services
County Execulive Management Audit Revenue
Recommended Propased Increase
$0 $467,180 $467,180

The Valley Children’s [Tealth Initiative provides eligibility screening for public health
insurance programs; assists in the completion of the application process for Healthy
Families, Medi-Cal, or Healthy Kids; and educates families regarding the enrollment
and membership process in public insurance programs. The I'Y 2006-07 Recommended
Budgetinctudes $1.1 million in General Fund support for this program.

The Governor’s Budget proposes $19.7 million in local assistance funding for county-
based oulreach and envollment activilies in the Medi-Cal and Tealthy lamilies
programs. Approximalely $17.2 million would be allocated to larger counlies using a
methodology that takes into consideralion the number of children enrolled in cither
Medi-Cal or Healthy Families and the number of eligible children who are uninsured.
This funding is to be used by counties Lo partner with public and private community
organizations for outreach, streamlined enrollment and retention efforts. The
remaining funding ($2.5 million) would be aliocated to DHS for the remaining counties
who have applied for funding and can demonstrate they have a coalition for outreach
and enrollment. According o a Senate FHealth Subcommiltee report on this ilem, under
this proposed allocation, Santa Clara County would expect (o roceive 2.8 percent of the
funding for larger counlies, or approximately $479,000.

Bolth the Senate and  Assembly  have approved a modified  version  of  the
Administration’s proposal, which includes a slightty higher amount of funding for the
stmaller counlies, and leaves approximately 167 million for the larger counties,
30percent less than the Governor's proposed amount of $17.2 million. Under the
Legislature’s approach, we believe Santa Clara County would be expocted 1o receive
$467,180. The Senate also proposed thal traiter bill language be adopted which spedfies
$3 million be set aside for small counlies; requires that counties submit outreach and
enrollment plans and proposed budgets to the State Deparliment of Tealth Scevices:
restricts the use of the funds for outreach and enrollment purposes, and FOQUITEs
countics o collaborate with a wide-range of arganizations such as community-hased
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arpanizations, schools, clinics, ind safety-nel providers. A this time, there has been wo
indication thal s trailer bill language would indude a provision to restriet the State
funding to new outreach aclivilies.

While the spedific oulceme of the trailer bill language is uncertain, we believe it would
be rcasonable for the Counly to hudget ils anficipated share of the tegislatre's
allocation for outreach services, since both houses have approved the same overall level
of funding and the proposal was inifially presented by the Administration. This funding
could be used to offset General lund Lmppmt in the Recommended Budget for outreach
activilies performed by Community Quitreach Services Lo achieve as much as $467,180
in General Tund savings.
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Analysis of Prepaying the FY 2006-07 PERS Employer Contribution

FY 2006-07
Budgeted PERS
Employer

R SR . . — | _Contribution |
FY 2006-07 PERS Budget for Empioyer. Contributions o
[General Fung T ool 106,502,750
VMC S e e 47,626,060
'Other Funds U 7,067,284
PERS employm contnhull@n nog bafed on E»dlal!g&»* o T .3 g_cgz 657

Total e e el Ll .l . 164, 438,757
PERS 06_0? Cash Contnbutmn_pp_g_g:p _________ e ________ ___ _:
Misc T — S B .. 115,572, ?34{
Safety e T 39,919,508

Total " T oo e o 155,492,142]
Projected Gross Savings: e e 8,946,615
Less Interest Rey Loss @4.61%-4.36% e 2,647.832

L oo L B9O6] 0 -594,585

Les,s. (“ontr.{}_l.!gr—Trea_;umr P:opoqu_PeanLy . o L _:’_‘”“ )

;"ggg_l__ Interest Rev Loss From Higher PERS Payments |f__f‘got F’: F'Ddld N 1?6 ()_90
Net Benefit All Funds ~ ~ " T . LT T Tas30,248
Net Benefit by Fund: 7 T T o o B o
Seneral Fund T T 3,698,967
YMC Enterprise Fund L S S 73 | 775
Dther Funds ' ! 469 5061
unmhmed Benef:t to Gener1l Fund and VMC _]— 4 36(1 7’42.

Estimale based on 69.124% ({mnty wide average :‘mployt rcast of totsl PERS in ARASS budget 5\," tem.

o [ stimate caloufated by cach departmoent,

* Proposed penally portaing to agendies that withdraw funds for alleraative tevestents. 1 he

prepayment of g budgeled expense 5 not sl bdrawal of NS for refnveslment prpases

Thes transaction 15 the equivalonl of takinig o cash discount on o commuodity purchase. In

atdtion, none of the proposed wabdeawal restr chans ar penalty conditions and artora

{or determination and Jas<sessiment arm n Wt or bave heen epproved by the Goard of BUpervisors,
Currant investment policy only speoifics that funds are wathdrawn Based an “ma ket wvalue," Lat do
nal daeline the catculadion of market value or it Applicarion.
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Computation of Commingled Fund Interest Loss

_ :‘inmunt nf
PERS Cash

Prepayment |

155,492,142

Bi-waeldy
Paymuaont

5,980,467,
5,980,467
5,980,467
5,080,467
5,980,467]
5,98p,45?}
5,980,467
5,980,467,
5,980,467 |
5,980,467
5,980,467
5,980,467
5,980,467

H,980,4671
5,980,467]
/980,467
>, 980,167
3,980,467
5,980,467
3,980,407
,980,467
,980,167|

/980,167

L A L."I & U"Lﬂ e U'|'..:'| v

5980 467|
5,980,467 |

[ 155,492,142

980,467

Mot Avail for
Invastmoent

119,5

- - . .{J
155,492,142
5L, 6/1

143,531,208!
137,550,741/
131,570,274
125,589,807

119,609,340:
113,628,873,
107,648,406,
| 101 667,939
95,687,472
89 707,005
83,738,528]
77,746,071
71,765,604
_5 78_) ]?7
59,804,670
53,824,203
A7,843,736;
41,863,2691
35,882,802
29,902,335
23,921,868
17,941,401 ]
11,960,934

PERS Prenéwment '

Losl E
Com Funel

Interest |

0]
275,700

265,006

254,492)
243,888
233, ?84'
222,680
268
19;’_‘}.-’6.
187,557

177,137

166,717,
156,297
115,877}

132,467,

122,278
112,088
101,894
91,708;
81,518
70,201
60,173
50,1441
40,115,
30,086/
20,058

3,647,832|

Controllar-Treasurer Projected Interest Ratos:

01
07
(13
1341

inLorest

porcent

4,610
4.530
A.130
1. 360

| 7/15/2006

/396"

flate

7/ 1120006

7/29/2006
B/ 1272006
8/26/2006
979/ 2006
9/23/2006,
10/7/ 20061
10/21/2006.
11/4/20006°
11/18/2006
12/2/2006;
12/16/2006
12/30/2006!
1/13/2007:
12772007

2/10/2007;

2/24/2007!
3/10/2007!

3/2472007;

_4/ 72007
4/21{2007
5/5/2007!
5/19/2007
G6/2/2007;
6/16/2007]



Attachmoeni 2

Summary of Vacant Positions By Fund
{as of May 8, 2006}

All VMC I General Other

| Funds | Entfd | Fund | Funds
Positions Vacant 30 Days or i ess 2721 ai 173y
Positions Vacant I to 2 Months 137 48 82 I4
Positions Vacant 2 to 3 Months Q5 36 54 >
Positions Vacant 3 to 6 Months 316 67 225 24
Positions Vacant & Monlhs to 1. Yoar 328 142 161 25
Positions Vacant { to 2 Yeais 188 90 71 27
Positions Vacant 2 to 3 Years sH 51 9 1
Positions Vacant 3 to 5 Years 36 i ¢! 1
Positions Vacant 5 to 10 Years 36 31 4 1
Pasitions Vacant 10 Years or More 1 1 ( 0
Total Vacant Pgositions as of 5/8/06 1,419 538 783 98
Note 10 Other funds includes. Note 2: Totals inchude 30 General Fund and 1 VMC
200 Child Support Services Enterprise Fund positions that are unfunded.
261 Environmenial tlealth Twenty-Four unfunded Deputy Sheriff Cadet

411 Vactor Contrgl

8503 Roads

GOB Airports

610 Library

710 Parks and Recreation
725 Malley Heaaith Plan

positions have been excluded.



Summary of Vacant Positions By Budget Unit

Budget

101-10%
100G
107
110
112
114
115
118
1.2(}
130
132
1354
140
145
148
168
194
200
202
203
204
210
220
235
2410
246
260
2031
262
263
293
410
411
412
414
a17
A18H

LNZ2-500
003
F19%s!
(14}
10
770
921

Total

Foonlee s Blodlagel Lhal 2 i o it s

(as of May 8, 2006)

- _.._  Description
Bexrd of Supoervisors

Clerk of the Board

County Execulive
controller-freasurer

Tax Colleclor

County Recorder

AssOssor

Purchasing Department
County Counsel

Persanned

Risk Management Pepartmoent
Intergovernmontal Sorvices
Registrar of Volers

Datu Processing

Department of Revenuge
Office of Afferdable Housing
Communications

Child Support Services
District Attorney

DA-Lab of Criminalistics
Public Defender

Office of Pretrial Services
Shoerill Services

LOC Conlrack

Nepartiment of Corrections
Probalion

Envir Res Adm/Planning Depl
Environmental Health

Dopt of Agr/Wis-Ms/Anmi Cont

Facilitics Departmoent
Madical Examiner/Caroner
Public Hoalrh

Voeoror Contraol

Montal Health

Chaldren's Shelter/Custody HILh Sves
Burcau of Alcohol and rug Pragrams

Cammunity Qutreach Serviceos
Sodal Sorvices Admin.

Ry

Arports

Lilarary

Parks and Rocroation

Valley Health Plan

Valley Modical Conlor

e il nndine o e

S .
Yoaltenid o

Vacant
Postions
9
P
6
4
1o

1Q

9

2
110
99
16
14
t

10

R
1,419




